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A Tithe for Safety 


PH British public can consider itself fortunate that the sudden 
return of Mr Bevin from Eastbourne to Westminster last Thursday 
enabled the Government to defeat the Opposition’s demand for a 
secret session of the House of Commons on defence. If Mr Churchill 
had had his way the public’s desire to know the truth about British 
defence might have been frustrated. As it turned out, Mr Shinwell’s 
review of Russia’s military strength, combined with Mr Churchill’s 
sombre estimates of the weakness of the western powers, has given the 
same kind of shock to public opinion as was given by the revelation 
of Britain’s military weakness at the time of Munich. The facts which 
the Government have for so long refused to reveal are now in Hansard. 
Russia is maintaining an active army of 175 divisions of which one- 
third are mechanised and tank divisions with at least 25,000 tanks. 
This force is backed up by 19,000 aircraft, including modern jet 
bombers and fighters, and in addition Russia’ has a strong force of 
submarines. While pursuing “ war by proxy ” in the east at a minimum 
cost in terms of Russian formations and equipment, the Kremlin 
could assemble from this total an army to hurl against the West which 
could be met by a force no larger than the twelve divisions and four 
to six thousand aircraft which Mr Churchill and M. Reynaud have 
estimated as the maximum effective first-line strength of Western 
Europe—an estimate from which Mr Shinwell did not dissent. Apart 
from the American lead in the manufacture of atomic bombs, a weapon 
whose effect upon the strategic course of a war with Russia is quite 
unknown, the West is as inferior in front-line strength in relation to 
Russia as it was in 1939 in relation to Germany. The British public 
at last knows the grim truth. 


It is very difficult indeed to imagine what Mr Churchill thought he 
could secure by a secret session that would have been of equal value 
to the effect upon public opinion of the speech he made in public. 
Whether or not the Government have been right hitherto in supposing 
that public opinion is opposed to more drastic measures of defence, 
there can be no question that they are wrong now. Indeed, a situation 
has been created that is almost comically like that of the Chamberlain 
period of the late thirties. The more the Government try to reassure 
the public that nothing will be done to disturb “ business as usual,” 
the more the public is alarmed. 


It is true that the Government are not quite so immobile as the first 
provisional figure of an extra {100 million suggested. It was always 
fairly obvious that that figure was the barest beginning, and the new 
Memorandum which is published as we go to press contains much 
larger figures. Over a period of three years, it is now proposed to 
spend £3,400 million, of which by far the greatest part will be found at 
home, although the United States is asked to assist with dollar grants. 
The pre-Korea rate of expenditure was £780 million a year, so that the 
increase is to be of the average order of £353 million a year. In 
short (as was assumed in these columns last week) the proportion of 
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the British national income to be spent on defence is to 
go up from about 8 per cent to about 10 per cent, or 
roughly the same proportion as the Americans are 
proposing for themselves—a tithe for safety. 


This begins to sound as if the Government meant 
business. And yet it is difficult to feel wholly reassured. 
A large part of the memorandum is devoted to arguing 
that the new plans are “the largest programme pratic- 
able within the period envisaged and without restoring 
the direction of labour” and other aspects of a war 
economy, or without disturbing “the continuance of 
economic recovery.”” These rotund generalities do not 
set any absolute limits. Whether or not a given increase 
in defence expenditure would require the direction of 
labour depends entirely upon whether or not any other 
form of expenditure is to be cut. It would seem, there- 
fore, that the Government’s order of argument is first to 
decide that nothing that is now going on is to be stopped, 
then to calculate how much more can be squeezed out of 
the economy by higher productivity or otherwise ; and 
finally to declare that this is the maximum that can be 
afforded. This, surely, is the wrong way round. In no 
single phrase of the memorandum is there, even by impii- 
cation, any assurance that what is planned will be enough 
to do the job. A sum of £3.400 million sounds very !ar *. 
But, averaged over three years, it is an increase of less than 
half over present expenditure. Some undisclosed part 
of the increase, moreover, will go in higher rates of pay 
for the existing forces which, necessary though they are, 
do not represent a real increase in the volume of defence. 
If the present rate of expenditure has left the West so 
defenceless, will some 40 per cent more be enough to 
create the minimum of effective defence ? 


Yet this is not the main ground for dissatisfaction. 
The planned ultimate scale of the West’s defence pro- 
gramme is not nearly as important as the speed with 
which it is to move. To preserve the peace, enormous 
forces later on are much less needed than an effective 
minimum immediately. The overriding and obvious 
necessity at this moment is not to mortgage a 
large further slice of the national output to defence, but 
to put as sharp a cutting edge as possible, as quickly as 
possible, on the 1o per cent or thereabouts already com- 
mitted. But speed is another matter on which the 
memorandum says next to nothing, and the Prime 
Minister’s remark in last week’s debate that 

it is unlikely that the increase in the actual outlay on defence 

during the next few months will be so large in relation to 

the national budget as to require special new counter- 

inflationary measures to be put into operation during that 

period 
sounds very much like an intimation that it will 
be quite a time before any of the new money is spent— 
and before the new programme will have any effect on 
the defences of the country. The note of complacency, 
the insistence on orderly procedures, are ominously 
reminiscent of 1939-40. No disturbance that is caused, 
and no money that is spent, in saving a month or two, 


will be one-hundredth part as upsetting or as costly as 
failure to be in time. 


There is another dangerous delusion of which the 
British Government cannot fairly be accused, though it 
seems to be very widespread elsewhere in Europe. This 
is the delusion that America will provide arms for all. 
The Korean war has exposed the fact that the American 
forces are suffering from the same defects as the British 
and European and to bring paper formations up to a stan- 
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dard of warlike efficiency, it will obviously be Necessary 
for some time to come to devote almost all the Increased 
American production of weapons and aircraft to the 
United States forces themselves. The most that cap 
probably be spared for the British and European 
defence forces is second-hand equipment. But if 
the fighting in Korea shows that  semi-obsolete 
American equipment is not good enough to Stop 
the forces of a Russian satellite, by how much the less 
would it be effective against aggression by Russian 
armies and air forces themselves ? American rifles and 
steel helmets may be of some use to an army like the 
French, which has had to build from the ground up, but 
a gift of Sherman tanks or Boston bombers will not bring 
the forces in Western Europe or the Middle East up to 
anything like the necessary pitch of effectiveness, 
American help is, indeed, an essential part of any con- 
sistent attempt by the western nations to put themselves 
into an effective posture of defence. But the British 
Government’s memorandum is realistic when it speaks 
of “‘ materials, machine tools, components and balancing 
items from the United States itself” and “ dollars which 
can be spent in any part of the world.” The major part 
of the job will necessarily have to be done at home. . 


* 


There is almost no sector of the British system of 
defences which does not need considerable strengthening. 
The air defences of Great Britain, the mobile defence of 
Western Europe, the defence of the Middle East, the 
creation of a mobile reserve to resist aggression wherever 
it may next occur in the Far East, all these can present 
cogent claims to be given first priority. But to try to do 
everything at once would be self-defeating. It is neces- 
sary to establish a rough-and-ready system of priorities 
which can be explained to the public, to industry and to 
the services so that a steady and demonstrable improve- 
ment in the strength of defences can begin. 


It is not within the knowledge of the layman to say 
exactly what these priorities should be. But the most 
important of them is clearly recognised in the memo- 
randum: important though men may be, “the most 
urgent need is to increase the production of defence 
equipment.” There are large potential reserves of trained 
men, and even if there were not, both the world wars 
have shown that large numbers of men can be trained 
quickly. But there are very few weapons, apart from 
small arms, which can move from the drawing board to 
the fighting services in under three years. This does not, 
of course, mean that the question of manpower can be 
ignored. The need for more formations of trained and 
equipped men is now no longer a theoretical possibility, 
but a pressing reality. It may even be necessary 0 
increase the period of compulsory military service. But 
that would be a pis aller, and the public would be right 
to resist it until a real attempt has been made to make 
regular recruitment definitely attractive. Ministers at 
examining the question of service pay ; it is to be hoped 
that, for once, the Treasury will not persuade them to be 
niggardly. No one can be sure that really attractive rates 
of pay will do the trick ; but it is very unlikely indeed 
that the trick can be done without them. 

The main emphasis, however, must be on material and 
noton men. Within this main priority, there is of course 
need for sub-priorities. Here the layman is very 4 
out of his depth. But there are two principles that b¢ 
can the more properly insist upon because the experts 
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are prone to ignore them. The first is that an expanded 
defence programme must emphatically not be an oppor- 
tunity for every branch of the three services to get a 
little of what it wants. The test of the Ministry of 
Defence lies in what it can keep out of the programme ; 
every additional penny provided for heavy bombers or 
for anything naval that does not fight submarines should 
be regarded with the utmost suspicion. 


The second principle is that there must be no per- 
fectionism leading to delays in design. What is needed 
is weapons in a hurry, and they can be too good as well 
as too many if making them so involves delay. The sound 
line is obviously that of reinforcing success. For the 
first time in its history, the British Army has, in the 
Centurion, an all-purpose tank which will stand compari- 
son with any others, and the British aircraft industry has 
at least two first-class types of jet fighter. What is needed 
now is a steadily expanding production programme of 
these and other successful types so that the maximum 
number of field formations can be equipped, not with a 
perfect weapon but with the most serviceable modern 
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weapon available. Second to this requirement is the need 
to bring forward as speetlily as possible the actual pro- 
duction of the major defensive weapons, those of pure 
defence like the anti-submarine craft and aircraft or the 
anti-tank gun, and those of offensive defence like the 
rocket bomber. 


It would be wrong ever to write on these matters with- 
out expressing the disgust that every peace-loving man 
and woman must feel when faced with the necessity of 
turning once again to the ways of war, barely five years 
since the end of the bloodletting. Memories inevitably go 
back to the rearmament programmes of twelve and four- 
teen years ago, and itis only natural to ask oneself 
whether there can be a different outcome this time. The 
similarities are depressing. But there are also decisive 
differences, the chief of. which is that the overwhe!ming 
strength of the United States is, this time, included in the 
mobilisation. There is a very real basis for believing that, 
this time, “ defence” need not become a mere mealy- 
mouthed euphemism for war, and that war preparations 
can be the most effective expression of the will for peace. 


Schuman Plan Progress 


PE of the six governments discussing the Schuman 
plan in Paris are signatories of the Atlantic Pact and 
the defence of the sixth—western Germany—is 
obviously one of the western allies’ first preoccupations. 
Nevertheless, it does not seem that the change in climate 
brought about by the Korean war has yet had much 
effect upon the discussion of the plan. The emphasis 
in the free world at large may have switched from 
economic recovery to military preparedness; it is 
possible that, in the short run, the most likely prospect 
will be steel shortages, not the feared steel surplus ; but, 
so far at least, these changes have not been registered in 
the Paris talks. 


The reason is not any remoteness or withdrawal of the 
negotiations from practical reality. The negotiating 
governments have not built a cloud cuckooland and 
withdrawn into it. The change in emphasis brought 
about by the Korean war affects primarily the economic 
aspects of the plan. The political need to create a 
more united Europe has certainly not changed—unless 
to become more urgent—and it is upon the political 
side of the proposals that the emphasis of the negotiations 
has so far been placed. The prime movers in Paris—the 
French and German delegations—frankly recognise that 
the political aim of unity overrides all others. They are 
reinforced in their conviction by the evident support 
and approval of the United States. In their speeches to 
the Assembly last week, M. Pleven, M. Schuman and 
the socialist leader, M. André Philip, went out of their 
way to underline the need for political union in Europe 
and their hope that the Schuman plan would prove a 
stepping stone towards it. The worsening of the inter- 
national scene and the greater risks to which Germany 
is apparently exposed have, therefore, become added 
arguments for carrying through the Schuman plan. 

_The political emphasis has ensured that the examina- 
tion of the economic aspects of the plan is only just 
beginning to be undertaken by the technical experts 
assembled in Paris. So far, the negotiations have turned 
upon the political issue of the machinery by which the 
plan will be administered. It will be recalled that the 


original French plan would have given virtually ail 
executive power to the High Authority but proposed 
that it should be flanked by two other organisations— 
an assembly composed of deputies chosen from the 
various national parliaments which would meet once a 
year to receive reports from the High Authority and 
could by a vote of no-confidence secure its resignation ; 
and a semi-judicial body, a court of arbitration, to which 
governments and individual interests differing from the 
High Authority could take their complaints. These two 
subsidiary bodies have been retained in the discussions, 
and the most important modification introduced into the 


French draft—largely on the insistence of the Benelux | 


countries—is to set up a new body, a Council of Ministers 
(probably composed of finance and economic Ministers) 
which will work side by side with the High Authority 
and carry the responsibility for the wider political issues 
which the working of the plan is bound to throw up. 


This move clearly restores a measure of governmental 
control. The whole point of the High Authority was 
that its members should be men of international 
standing and technical competence, who would not 
consider themselves to be the representatives of the 
governments. A Council of Ministers can only be a body 
representing separate national interests. But the 
difference that this change may make to the working 
of the scheme cannot be known until two things are made 
clear. The first is the methods of reaching decisions in 
the Council of Ministers. The second is the division of 
function. between the two bodies. The procedures for 
votirig in the Council have not yet been decided. There 
appears to be general agreement that the unanimity rule 
—which gives each separate government what is in effect 
a power of veto—would defeat the purposes of the plan ; 
the most canvassed procedure is that decisions should 
require a majority of three-quarters. On the other hand, 
some delegates have been particularly anxious to include 
effective safeguards for local interests. One suggestion 
is that a government should be allowed to veto any 
proposal which affects its own country and no other. 
Such a concession may be necessary. Equally, however, 
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it could defeat any attempt to secure rationalisation by 
closing down inefficient local industries. It is perhaps 
to some extent with this difficulty in mind that the 
delegates are examining the possibility of creating 
regional industrial groupings which cross national 
frontiers and in which adjustments would not necessarily 
be at the expense of only one participating nation. The 
difficulty here is that while it is true that to respect 
national frontiers may not provide the most efficient and 
suitable location of industry, it does not always follow 
that the opposite policy—to create groupings which 
always cross national frontiers—will automatically fare 
better. There appears, for instance, to be no way of 
dividing the industrial complex of the Ruhr which does 
not involve a loss of efficiency. 


The demarcation of powers between the High 
Authority and the Council of Ministers has been very 
fully discussed and a provisional division suggested, but 
it is difficult to believe that there will not be a good deal 
of alteration and modification before the final pattern 
is determined. Broadly speaking, the present idea is to 
hand over to the High Authority the technical problems 
raised by the industries themselves while the wider 
political and economic repercussions of the pooling of 
coal and steel will be the responsibility of the Council of 
Ministers. But the technical problem that is not 
susceptible of raising wider repercussions hardly exists, 
and a priori, a division on these lines suggests that, 
however much the Council and the High Authority are 
designed to be partners of equal standing, the practical 
working of the scheme may tend to give the dominant 
influence to the Council. 
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The key to the High Authority’s effectiveness jx 
producing a rationalisation of European coal and steel 
lies, naturally, in the extent to which it would be per- 
mitted to influence prices and the policy that it then 
pursued. If prices were maintained at a level permitting 
the most inefficient producers to remain in business, 
then the Schuman Plan would bring no gain in more 
efficient output or in cheaper coal and steel for the 
consumer. The decision has apparently been taken to 
leave the fixing of prices to the proposed regions. The 
producers and consumers in each region will agree on 
a “fair” price and this price will then be submitted to 
the High Authority for its approval, rejection or modifi- 
cation. The Authority will also have the task of 
co-ordinating the price proposals of the different regions. 
This procedure clearly leaves loopholes for the main- 
tenance of high prices and its corollary, the fixing of 
production quotas for the various producers. Inevitably, 
the tendency of the industrial advisers, consultants and 
representatives is to slip back into this familiar pattern 
of the cartel. But governments, which are trying to 
transcend the notion of guaranteed markets and prices, 
have allies in the steel consuming industries. In France, 
they have been at the mercy of a particularly close and 
restrictive cartel, the Comptoir des Produits Sidérur- 
giques, and support M. Monnet and M. Schuman in 


their attempt to break the local French cartel by inter- 
national means. 


Provided the price policy of the High Authority tends 
in the direction of renewed competition, its next im- 
portant function will be to set up and administer the 
temporary fund designed to succour those producers 
who are in danger of being squeezed out by competitive 
pressure. Where producing units are clearly uncom- 
petitive, the fund is to arrange the provision of capital 
for starting up alternative employments and for retrain- 
ing the workers. Where only equipment and methods 
are out of date, the fund is to have the task of providing 
the funds for modernisation. The policy is apparently 
to finance the fund out of a levy upon the more efficient 
producers. Only in its working will it be seen whether 
the fund is a genuinely dynamic force or degenerates into 
an agency of subsidisation for sub-standard enterprises. 


Another vital function of the Authority, and one which 
the French have stressed from the outset, is to be a 
source of fresh capital for European coal and steel. Many 
industrialists, particularly in Germany, have great hopes 
of considerable American investment. It is believed that 
the prestige and the guarantees the High Authority can 
offer will attract American capital and that the fresh 
investment can then be made in the best interests of the 
entire European industry. Many of the delegates also 
wish it to be laid down that all investment in the heavy 
industry by other governments, even within their own 
territories, shall use the channel of the High Authority. 
Investment by national governments has in the last five 
years been to some extent responsible for the threat of 
overlapping and redundancy in the European steel 
industry. National programmes are often determined 
by politics and prestige more than by economic con- 
siderations, and if the High Authority were to become 
the sole channel, this of uneconomic over-invest- 
ment could be checked. No decision has been reached 
in the Paris negotiations on the question of private 
investment. Even if it is not f controlled, it will 
inevitably be v i i by the surveys 
and the information services High Authority. 
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These, then, are the main functions of the High 
Authority that have emerged so far in the discussions. 
But the effectiveness of most of them would turn upon 
the use the Council of Ministers were prepared to make 
of the powers conferred on them. Indeed, the whole 
Schuman Plan turns upon the willingness or unwilling- 
ness of the Governments to abolish all tariffs, quotas and 
restrictions of every sort on the free movement of 
European coal and steel and to create a completely open 
intra-European market for these commodities. This, 
after all, is the essence of the plan and it is surely signifi- 
cant that once this fundamental decision has been taken, 
its manner of implementation and the review of its con- 
sequences in the economy at large are all apparently to be 
the responsibility of the Council of Ministers—a govern- 
mental or at least a semi-governmental body. 


The delegates have also recognised that another 
condition of free competition and a free market—com- 
parable standards of wages for the workers involved— 
also involves political decisions and economic reper- 
cussions that go far beyond the limits of the two basic 
industries. A rise in the wages of coal miners and steel 
workers in certain countries must have its effect upon 
the wage level in other industries, some of which will 
undoubtedly tend to rise in order to preserve exisiing 
differentials. Here, too, the issues appear to go beyond 
the competence of the High Authority and may be 
handed on to the Council of Ministers. 


It should perhaps be added that, although such a 
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development has not yet been discussed in Paris, the 
military demands of Western Europe are bound to 
become another responsibility of the Council of 
Ministers. To discuss rearmament without including 
the role of heavy industry is indeed to play Hamlet 
without the Prince. The issue cannot be determined 
by the High Authority and will inevitably fall to the lot 
of the political Council. It is at this point, incidentally, 
that certain delegations see the best hope of quietly 
associating Britain with the Schuman Plan. To accept 
a joint armament programme without a joint planning 
of industrial resources would seem to be lacking in 
realism. It is, therefore, by this practical side door that 
the Europeans hope to see Britain enter the Plan. 


' This, then, is the general picture that has so far 
emerged from the Paris talks. It will be seen that the 
issues raised have been largely political and in so far 
as questions have been decided, virtually every decision 
has been taken on political grounds. The delegations 
are now at work on the technical and economic implica- 
tions of a free market for European coal and steel, but 
the hidden reefs and obstacles have barely risen above 
the tide of debate. That they exist is not in question. 
But it can be said with some certainty at this stage that 
they will not be permitted to stand in the way of the 
completion, in some shape or other, of the proposed 
merger. What they can do, however, is very consider- 
ably to modify its scope and effectiveness. These 
possibilities will be examined in a further article. 


Income Tax Reform 


Wir the British cease to grumble at the income 
tax, they will have no pleasures left. There were 
no reports of dancing in the streets after the Prime 
Minister’s announcement ten days ago that a Royal Com- 
mission is to be appointed to inquire into “ the whole of 
the present system of taxation of profits and income, 
with particular reference to the taxation of business 
profits and the taxation of salaries and wages.” The 
British art of governing by Royal Commission is 
deliberative rather than speedy, and a full-scale examina- 
tion of the income tax is about the toughest job that any 
Royal Commission could undertake. There are many 
admirable qualities about the British tax code. It tries, 
more than any other system, to treat taxpayers equitably 
according to their circumstances, and it succeeds—at a 
price. This price is incredible technical complexity, 
which only expert tax practitioners can hope to unravel. 
In 1927, it was hoped to cut through this jungle. A 
Committee was appointed with the double assignment 
of codifying and simplifying the tax law. It was nine 
years labouring at this impossible task and produced in 
the end a report characterised by a former Commis- 
sioner of Inland Revenue as “ one of the worst reports 
ever to come from so many competent individuals.” 


A wide inquiry into the effects of all taxes on income 
(largely wages and salaries and business profits) is 
certainly overdue. The last Royal Commission was in 
1920 ; it produced a few reforms but was also responsible 
for two errors of judgment. A modern tax reformer 
always has to work under the restraint of a qualifying 
term of reference which duly appeared in Mr Attlee’s 
statement—* keeping in mind the need for maintaining 


the revenue.” Modern governments may not always in 
future take it upon themselves to spend over two-fifths 
of the nation’s income ; but they are unlikely, whatever 
their political colour, to spend very much less unless the 
nation decides in favour of major changes in social policy. 
Until that happens, tax reform can only mean making the 
incidence of high taxation as equitable and economically 
tolerable as possible, with little prospect of major relief. 


Much has been made since the war of the disincentive 
effects of PAYE. It is said to dissuade wage earners from 
putting out greater effort or working longer hours 
because, after a given point varying according to the size 
of individual incomes and families, the tax collected 
from an extra pound of wages increases sharply. Simi- 
larly, the professional man is reputed to look twice at 
extra work which may, if he already earns £3,000 a year 
gross, leave only three-eighths of his extra income after 
he has paid income tax and surtax on it. No doubt such 
considerations do affect the decisions of workers who are 
near the margin between lower and higher tax rates. No 
doubt, too, it would be possible to exaggerate these effects. 
But PAYE (which is levied on all wage and salary 
incomes above the exemption limits) is due for review. 
It has been running for six years, to the inestimable con- 
venience of the revenue. It has secured the current taxa- 
tion of nearly three-quarters of all personal incomes, and 
produces a third of the total income tax assessed under 
all schedules. 

The tax authorities are not likely to let go such a rich 
discovery. Yet, apart from its administrative ease and 
certainly of collection, PAYE invites some questions. 
In 1948, there were 8,650,000 incomes in the range 
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between {£250 and £499. This is by far the biggest 
block of personal incomes in the taxable range ; it 
accounted for £2,929 million out of a total of £8,541 
million, and it can be regarded for practical purposes as 


comprising the bulk of wage incomes subject to PAYE. 


Whatever may be said about the disincentive effects of 
PAYE on marginal earnings, the fact is that only 5.4 per 
cent of this total block of income was taken in taxes, 
compared with 14.7 per cent. of the next block ({/500 
to £999) and 25.6 per cent for the {1000 te {£1999 
block. The {£250-£499 block has quadrupled in 
numbers and total gross income between 1938 and 1948 ; 
many in this group pay no tax, or very little, because 
their allowances offset any liability, and those who pay 
tend to think in terms of “take home” wages and to 
dissociate them from gross wages from which PAYE 
has been deducted. The social and economic implica- 
tions of this attitude of mind will provide a rich 
field for study by the Royal Commission. 


* 


As for the disincentive effects of moving upwards 
through the reduced rate areas—when a man finds him- 
self paying, say, 6s. instead of 3s. on his next pound of 
taxable income—there are two changes that might be 
considered. The first is to base PAYE deductions on the 
previous year’s assessed income ; this would mean a 
more or less equal weekly deduction, irrespective of the 
size of the week’s income, but it is open to all the old 
objections to assessment in arrear. The second is the 
set of proposals (and the variations on them) devised 
by Lady Rhys-Williams, and first described in these 
columns at the end of 1943. This scheme aims at a 
“* private income ” for all to be paid by the state, in com- 
bination with a flat rate income tax to be paid to the state 
from all wages and salaries without exemption 
limit. This amounts to social insurance and PAYE rolled 
into one, financed by a simple wages tax (for that is what 
the proposed flat rate of 6s. 8d. amounts to). There is no 
straining after pure equity in this scheme ; it pursues 
the other alternative of simplicity. One of the obvious 
psychological difficulties is the proposal to deduct 6s. 8d. 
in the £ on all incomes (offset, of course, by “ private 
incomes” amounting in the case of a married couple 
with two children to {2 17s. a week); such an effective 
rate does not apply at present to a taxpayer with wife 
and two children until his income exceeds £2,500. If 
simplicity were to become the keynote of the British 
income tax, equity would have to be rough. A certain 
roughness can be admitted so long as the effective rate 
of tax is low. But would the proposed rate be low 
enough ? It is certainly to be hoped that the Royal 
Commission’s terms of reference will be wide enough 
to consider and pronounce upon this scheme and its 
possible variants ; it has many attractions and presents 
as many difficulties. 

The Prime Minister’s statement described the supply 
of new capital to industry as a matter of “ vital 
importance.” High taxation and a satisfactory flow of 
personal savings are incompatible ; the supply of new 
capital has beyond question been critically impaired. 
There are, too, all the problems of defining what 
“ profits” really are. Most economists would argue 
(though many accountants would deny) that a “ profit ” 
cannot truly be said to have been “earned” until full 
provision has been made to replace capital—both fixed 
assets and working capital—used up in the business. 
Here again there may be a conflict between what is 
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equitable and what is practicable ; but it is urgently 
necessary to stop the erosion of real capital that has been 
caused by the high taxation of “ profits ” which are really 
capital in another accounting dress. The Tucker Com. 
mittee has spent the best part of a year taking evidence 
on the computation of business profits for income ta, 
purposes, and its report is expected before the end of 
the year. This is apparently “to be taken into cop. 
sideration” by the Royal Commission—which hardly 
suggests that urgent action is contemplated. Some 
industrialists are content to suppose that the doubling 
of the initial allowances in last year’s Budget meets 
these points. If it does, it is only because those who hold 
this view turn a blind eye to the future ; the 4o per ceni 
(like the 20 per cent before) represents only an acceler- 
ation of wear-and-tear allowances and the Chancellor 
himself has recognised that the doubling is only an 
expedient to assist industry with ready finance to meet 
the higher cost of replacing assets instead of having to 
wait—in the now familiar phrase, the initial allowances 
represent “ an interest-free loan.” 


An article in The Economist of May 20th examined 
the main points submitted in evidence to the Tucker 
Committee, and there is probably no need to rehearse 
them again. Its public proceedings, conducted with a 
certain friendly informality, underlined the great diffi- 
culties of tackling even one branch of the income tax. 
A full-scale inquiry will almost certainly have to cover 
afresh a good deal of the ground about the proper 
definition of business profits. In addition, it will have 
to examine the Profits Tax and test the contentions of 
those (The Economist among them) who hold that a 
special additional tax on distributed profits, on top of 
income tax and surtax, is unjust and a tax on undis- 
tributed profits positively iniquitous. And it will 
presumably have to consider the taxation of income from 
the ownership of land, houses and buildings under 
Schedule A, now based on imputed annual values dating 
back to 1936 which are economically irrelevant to present 
day conditions, and are in process of revision. Its terms 
of reference should certainly be wide enough to pay 
particular attention to the tax difficulties of private com- 
panies and firms which are “ director-controlled ” ; 
these concerns experience the worst impact of income 
tax, surtax and death duties as personal liabilities of their 
directors and are all too often unable to make satisfactory 
provision for the sustenance of their own trading capital. 
The problem here is to find a way of strengthening the 
contribution of small businesses to the nation’s output 
without opening the door to tax avoidance. 


All these are complex and controversial matters. 
Equity is a fundamental quality of the British taxation 
system ; to weaken it would be controversial, and to 
strengthen it would introduce still greater complexity. 
But after a certain point is reached, the refinement of 
equity can cost more than it is worth ; it leads to fantastic 
tangles that can be unravelled only by highly qualified 
tax officials and professional advisers and yet bring 
only a small return to the revenue. The easiest way of 
cutting out this waste and releasing energies for more 
productive purposes is to reduce the total tax demands 
of the Government. But that is a matter of policy that 
far transcends even the reform of the income tax. 
Royal Commission will have to consider the facts of the 
British fiscal burden as they are, and make suggestions 
for the disposition of that burden in the least damaging 
way. They are likely to be long over their labours. 
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NOTES 


Critical Stage in Korea 


The race against time in Korea has become critical. 
The United Nations’ forces have been thrust back virtually 
to their last defence line and for a time it seemed that the 
North Koreans by a quick thrust down the west coast had 
been able to pierce even this final ring. A Communist spear- 
head was reported at Masan, within 30 miles of Pusan, the 
essential American supply base, and was clécked only after 
bloody fighting in the region of Chinju. 


This ominous situation, which is in curious contrast with 
the optimistic releases coming from General MacArthur’s 
headquarters in Tokyo, is relieved by one thing only—the 
arrival of greater American reinforcements, including the 
first units of the Marines. It remains to be seen whether 
this addition of tough, determined manpower can make good 





the still dangerous disparity between the numbers engaged 
on each side. But it is already clear that the Americans have 
lost ndne of their capacity for tremendously speedy and 
successful improvisation. Writing in 1941 Mr Churchill 
had occasion to question a statement by the Chiefs of Staff: 


that one division could not be transferred from Great Britain 
to Ireland in less than eleven days, no matter how great 
the emergency nor how careful the previous preparations. 


Yet the Americans have managed, in not much more than 
three weeks, to establish a supply line across the Pacific 
ocean. The Russians would be well advised to consider the 
implications of such imposing logistics, 


* * w 


Mr Malik Comes Back 


An end has been put to the United Nations “ crowded 
hour of glorious life,” during which nearly fifty nations 
rallied under its leadership to the condemnation of an 
invader and the United Nations flag waved over forces put 
into the field for the one aim of checking aggression. No 
more quick and decisive action need be expected from the 
Security Council. Soviet Russia has returned and taken 


its seat, 


The return of Mr Malik to assume the office of president 
for the month of August is the Kremlin’s tacit admission of 
a major blunder. By absenting itself, the Soviet Union per- 
mitted the free world to use the machinery of the United 
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Nations to express its common purpose. No Soviet veto 
checked the condemnation of the North Korean aggression 
or the subsequent endorsement of American action in support 
of the South. As a result, Russia lost some of the initiative 
in a vital field—propaganda to world opinion. 


To repair this error was no doubt the first object of 
Mr Malik’s return. But almost as strong a Soviet motive 
must have been to continue the process, of confusing and 
confounding the issue of Korea with that of the representa- 
tion of China on the Security Council. The attempt made 
by Pandit Nehru to persuade the Soviet Government to co- 
operate through the Security Council in a peaceful settle- 
ment for Korea, provided Communist China were admitted 
to the Council, served notice on the Kremlin of a lively divi- 
sion of opinion in the free world, and Mr Malik’s first action 
on opening the August session of the Security Council was 
to declare that as president, he did not accept the credentials 
of the Nationalist Chinese representative. He was immedia- 
tely defeated on a point of procedure by eight votes to three, 
both the United States and British delegates pointing out 
that the credentials of a Council member could not be deter- 
mined by the fiat of the president. Yet the Russians may 
well have felt that the manoeuvre succeeded, since India, the 
chief independent spokesman of Asia in the Council, voted 
with Mr Malik. 


The Security Council will now become a weary scene of 
futile dispute. Its brief spurt of action and effectiveness is 
at an end. Now it reverts to its old function—that of acting 
very largely as a forum for Soviet propaganda. For this 
reason, however, the free nations would do well to consider 
carefully their policy for the political representation of the 
Chinese people. The Russians are on strong ground in the 
eyes of Asia when they claim that the Nationalist representa- 
tive, Dr Tsiang, represents nothing, and accuse the United 
States of supporting forces which have been driven, for very 
weakness and corruption, out of their own land. The issue 
must, no doubt, wait until the Korean incident has been 
settled. But the present position is an anomaly benefiting 
only Russia and should be brought to an end with all speed. 


2 * * 


Moscow’s Dream War 


Seen through the eyes of Tass and Radio Moscow, the 
Korean conflict is a model war between the toiling masses 
and the capitalist-imperialists, conducted in a Marxist- 
Leninist-Stalinist dream world. Moscow has a ready-made 
theory of how wars start and what happens thereafter, and if 
the facts do not conform to the theory, all the worse for the 
facts. 


The Korean war, according to Moscow propaganda, began 
because the American imperialists had decided the moment 
had come to pass from active preparation for war against 
the peoples striving for liberation, to acts of open aggression. 
Why had the capitalist-imperialists taken this step? Because, 
as every student of Marx-Lenin-Stalin knows, the United 
States, like every capitalist country, was sunk deep in 
economic distress, the toiling masses were restive under a 
constantly sinking standard of living, and unemployment had 
soared to staggering totals. Capitalist contradictions between 
the Americans and British were acute, as each fought for 
the other’s markets. North Korea was needed by the 
Americans as a market for their surplus consumer goods, and 
was marked down for exploitation of its resources of raw 
materials, such as iron ore and graphite. The reason why the 
Washington beasts launched their cannibalistic aggression 
was thus as clear as Marxist mud. 


The subsequent course of events has naturally followed the 
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Kremlin’s pattern of wars as they should be. America’s 
action has been met by a mighty movement of the masses the 
world over, thundering the people’s demand for an uncondi- 
tional end to American intervention in Korea. The 
wrath of the peoples, secure in the knowledge that behind 
them stands the great bulwark of peace, the Soviet Union, 
is hurled at the warmongers. The answer from the ruling 
classes is savage terrorism directed against the “ Partisans of 
Peace.” 

In all this, the United Nations has created a discordant 
note. Moscow was clearly nonplussed by the swift and un- 
expected support given to the United Staies It was, of 
course, “ illegal,” according to Russian accounts, but never- 
theless it fitted extremely awkwardly into the Marxist 
picture. In the third week of the war, however, Moscow 
rallied. No less than twenty nations had .cfused to send 
troops to aid America. The United States, owing to the vast 
mevement of the masses, stood isolated. No nation dared 
raise a finger in its aid for fear of their fury. After an 
embarrassed pause, Moscow gave the news that Britain had. 
afier all, undertaken to send troops to Korea, under the 
“greatest pressure” and because the Americans were 
“ ingloriously retreating.” 

As the war entered its fifth week, the Russian people were 
told that the Americans, who had counted on a quick victory 
te crown their aggression, were now faced with the prospect 
of a long, protracted campaign. But the main lesson to be 
drawn from the first month’s fighting was that even an 
aggressor armed to the teeth was powerless against a united 
people. This week, the Moscow propagandists, reeling 
slightly, have had to announce, after a pause to rewrite their 
directives, that the Soviet Union was back at the Security 
Council. Once more, Stalin’s work for peace was applauded, 
they said, by the toiling masses of the world. 


How much, one wonders, does Stalin believe of all this 
stuff and nonsense ? The question is extremely important, 
fer on his assessment of the support of the public abroad may 
depend his decision whether or not to risk a general war. 


New Problems for the Atlantic Powers 


In the last six weeks something of a revolution has taken 
place in the relations between the members of the Atlantic 
community, and so far they are clearly very far from realising 
all its implications. The fears and worries with which Europe 
has lived for four years—fear of an American recession, fear 
of a general fall in employment, fear, above all, of the dollar 
gap—have now been very largely banished. There will be 
no American recession with $23 billion of armament expendi- 
ture added to an economy already operating very nearly at 
capacity. Nor will unemployment worry nations straining 
everything to rearm in record time. Inflation, not deflation, 
is the future enemy. And President Truman and Congress 
between them have exorcised the spectre of a dollar shortage 
for some time to come. The 1950-51 allocation of Marshall 
Aid—just under $3 billion—is likely to pass through 
Congress substantially uncut. The $1.2 billion already 
authorised for military assistance to Europe will probably be 
appropriated speedily. In addition the President has also 
asked for $4 billion, of which the major part would be spent 
in Europe. All in all, some $7 or 8 billion may be finding 
their way across the Atlantic in the next twelve months. 

If old problems have vanished, new and intractable diffi- 
culties have taken their place. How is the need for further 
European recovery to be balanced against the urgent need 
for arms ? The Foreign Ministers of the Western Union 
powers, meeting at the Hague this week, have agreed that 
defence must, where necessary, be the first priority, but what, 
in fact, does such a decision entail ? And where does the 
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distinction lie ? For instance, improvements tO ports, to 
transport, to power plants or steel mills can perfectly well be 
regarded as contributions to defence or to recovery. In which 
case, would it not be more sensible to extend the authori:y 
of ECA over both the Marshall Plan and the Military Aid 
Programme ? Or should ECA and OEEC together becom 
the War Resources Board of the Atlantic Council ? . 


One thing seems clear—that unless the armaments needed 
for defence can be secured by increased output, some 
economic advantages must be curtailed. For this reason, the 
difficulty of securing “ equality of sacrifice ” has come to the 
fore in recent weeks. The French have proposed a common 
fund for defence into which each nation would, presumably, 
contribute a percentage of its national income. The French 
are also reported to be speaking of a “pool of manpower.” 
which would entail the use of more British and American 
divisions in Europe. All these preoccupations remain to be 
clarified, but the main issue is already clear—that effective 
defence is possible only in a pooled and unified Atlantic effort, 


A Sop for Merseyside 


When Mr Harold Wilson seized the occasion of the 
opening of a new carbon-biack plant on Merseyside « 
announce a “ special relaxation” of the capital investment 
restrictions for the benefit of new enterprises in the Develop- 
ment Areas—Merseyside in particular—and other favoured 
localities he provided one more straw to show in what direc- 
tion an ili wind is blowing. There are, of course, circum- 
stances in which the policy of “taking the work to the 
workers ” rather than shifting the workers, or leaving them to 
shift themselves, to the work is as economically unexception- 
able as it is humanly desirable. Since, however, the measures 
by which it is put into effect almost by definition involve 
placing enterprises in situations less favourable, less con- 
ducive to low costs, and therefore less competitive, than those 
which would spontaneously have been chosen, the burden of 
proof that these circumstamces exist should always rest 
squarely on the proposers of that policy. 

To enforce high-cost production is already bad ; to divert 
capital resources from the production of the more essential 10 
that of the less essential (not, be it noted, by the despised 
criteria of the market, but by those of the planners them- 
selves) is worse. That is what Mr Wilson’s “ relaxation” 
amounts to ; “ within the total investment resources available 
to the community” enterprises which do not satisfy the 
strict dollar-earning or dollar-saving criteria may go forward 
if they satisfy certain other criteria relating to employment. 
By inference, other enterprises, which do satisfy the “ dollar” 
= must, since total investment remains limited, be held 


It would take a very desperate employment situation, the 
situation of a Jarrow or a Rhondda Valley fifteen years ago, 
to justify such a paradox. There is little evidence of such 
a situation on Merseyside or elsewhere. The shipyards are 
as busy as they have ever been ; the coalfields are clamouring 
for any miners made redundant by the closing of worked-out 
pits ; the steel and tinplate industries need suffer no lack 
of work through reorganisation; and while there 1s 
undeniable unemployment problem around the Liverpool 
docks, many enterprises within a ten or fifteen-mile radius 
are short of workers. In such circumstances to issue an opea 
invitation to would-be producers of the relatively unimpor- 
tant to come forward and receive the Board of Trades 
blessing is to push further than ever the principle that 
labour’s privilege of immobility should be regarded as more 
important than either the higher standards which accompany 
lower costs or the considerations of solvency embodied 0 
the “ dollar ” criteria, or 
could in the long run be more thoroughly ing. 
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A National Wage Board ? 


A recent Fabian pamphlet, “A Policy For Wages,” by 
Mr Allen Flanders, raises a number of interesting questions. 
Ir tackles a question which every prewar Socialist writer, 
and far too many postwar ones, have shirked ; how, under 
full employment, “can the public interest in the outcome of 
collective bargaining be made effective without destroying the 
voluntary system or weakening the trade unions?” Mr 
Flanders is ruthless with existing half-answers. “ Laisser 
fare,” he says, “ cannot be abandoned in other vital sections 
of our economic life and retained on the wages front.” The 
argument cannot be sidetracked by reference to excessive 
profits ; these can be dealt with otherwise than by wage 
increases, and the problem would remain if they did not exist. 
Nor is that problem a merely temporary matter of balance-of- 
payments difficulties ; were these overcome, the wrong wage 
policy would re-create them, and its disastrous internal impli- 
cations would in any case remain. To assign a proportion 
of the national income to wages in general and entrust the 
TUC with its distribution between industries, as suggested 
by the “ Keep Left” group, would fatally impair both the 
TUC’s independence and its relation with its membership ; 
* objective ” determination of wage rates by “ job evalua- 
tion” would be incompatib!e with union freedom even were 
it practically possible ; arbitration through anything like the 
existing machinery would be hopelessly piecemeal. 

Here is a salutary clearance of rubble which is long over- 
due. Mr Flanders’s own proposal is for a National Wages 
Board to “supervise” (a term which may mean much or little) 
both the decisions of statutory wage-fixing bodies and volun- 
tary collective agreements, to act as the final arbitration 
authority, and to inquire into reform of the existing wage 
structure. Its objectives shou'd comprise the avoidance of 
inflation and deflation in so far as wage movements affect 
these, a simpler, more rational wage structure, the establish- 
ment of a national minimum, and (cautiously) the use of 
wage rates to implement the manpower budget. There are 
holes in this proposal. It leaves the right to strike in the air 
—though this may well be the only place for it ; one of the 
proposed objectives, the national minimum, is an economic 
monstrosity ; and it does nothing to remove the fundamental 
inflationary drive of over-full employment. One may indeed 
say that nothing short of complete regimentation could per- 
manently curb the pressures generated by employment at 
today’s levels in today’s context of immobility and rigidity ; 
but any excess of jobs over job-seekers—and no full employ- 
ment policy can either promise an exact balance or, without 
self-contradiction, acquiesce in deficiency—will generate 
pressures of some force, and it is possible that Mr Flanders’s 
proposal might be able to deal with them. Thus the very 
indefiniteness of the board’s powers and relationship to exist- 
ing machinery is in its favour. An authority resting on confi- 
dence, gaining strength from experience, persuading rather 
than coercing, is well in the democratic tradition—and is 
more likely to focus responsible judgments and to isolate 
irresponsibility than any economic Star Chamber. In this 
heid it is important, probably essential, that initiative should 
come from the Left. It will be interesting to observe the 
impact of Mr Flanders’s proposals on Socialist thought. 


x x ® 


Scientific Employment 
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of university-trained men and women in industry, both for 
research and for administration. The long-term wisdom 
of the council and the short-term demands of industry 
might have produced an uncomfortable hiatus during which 
many young people encouraged by their universities to be 
scientists would find it hard to get a job. However, it now 
seems likely that the needs of even a modest measure of 
rearmament and increased defence preparations will 
come to the rescue of the scientists. If the development 
of certain weapons, for imstance, heavy anti-aircraft 
guns and their very elaborate control systems, continues 
at its present rate there will be an acute demand 
for electronic and electrical engineers both to make and to 
fire them. Fortunately for the nation the universities are 
now producing twice as many applied scientists as in 1939. 

On the much-disputed subject of higher technological 
education the council has now ventured a slightly more 
positive opinion. In its report last year it gave only the 
most lukewarm support to the concept of independent colleges 
of advanced technology “as a long-term policy.” Alter 
a year of public discussion ending with a conference arranged 
jointly with the Royal Society, they are now prepared to say: 

We therefore think that as soon as the resources, material 
and human, can be employed without detriment to the work 
in applied science which the Universities are now doing, it 
would be prudent to establish one or more coileges of applied 
science, with suitable governing bodies of their own, but fitted 
into the university system. 

This is the sort of sentence which both parties to the 
argument can quote to their own advantage. It does, how- 
ever, indicate a slight hardening of opinion within the council 
on Scientific Policy and since it is an influential body, it is 
possible that after the usual interval during which Whitehall 
slowly masticates and digests a new idea some action on 
technological colleges will be forthcoming. 


*® * ¥ 


King Leopold Retires 


Ever since King Leopold and his advisers chose to 
interpret a 57 per cent majority in the referendum on the 
King’s position and a 48 per cent Christian-Socialist 
majority in the recent election as an invitation to the King 
to return to Brussels, it could be foreseen that his resump- 
tion of his royal prerogatives would be the signal for grave 
disturbances. Beneath the calm of Belgian politics lie 
genuine cleavages—between Catholic and _ rationalist, 
between working class and conservative; between Fleming 
and Walloon. The King’s policy, his choice of advisers, his 
reliance on a single party were all calculated to exacerbate 
these latent differences. So much any unbiased witness 
could have foretold. What is surprising is the strength of 
the reaction. 


From the first demonstration which brought the oppo- 
nents of the King, headed by M. Spaak, to the gates of Laakea 
ten days ago, a rising tide of violent opposition threatened 
to sweep Belgium into civil war. The Government forbade 
meetings, recalled troops from occupation duty in Germany, 
barricaded the streets and used truncheons and mock bombs 
to disperse demonstrators. The attempt was useless. Strikes 
spread in Antwerp and Brussels. In the violently hostile 
industrialised regions of Wallonia, there was virtually a 
general strike. Crowds ignored the decrees prohibiting 
public meetings and in demonstrations at the week-end three 
men were shot dead by the police. By this time, the workers 
in Wallonia had organised a general march on Brussels and 
there were growing undercurrents of Walloon separatism 
and republicanism—fostered by the Communists—in the 
angry protest of the masses. 


By Sunday, two things had become apparent—that only 


the King’s would restore peace to the divided 
country and his rapid disappearance would prevent the 


situation getting out of the control not only of the Govera- 
ment—so much had already occurred—but of the Socialists 
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themselves, who, while leading the opposition, were attempt- 
ing to keep it in order and out of the hands of the Com- 
munists. It was probably this realisation that brought the 
Catholics, the Liberals and the Socialists together in an 
attempt to persuade the King to agree to an abdication. The 
negotiations were long and acrimonious, but a compromise 
was at last reached in the small hours of Monday morning 
as the first of the Walloon demonstrators marched into the 
city. The King agreed to cede his powers to his son, Prince 
Baudouin, immediately and to abdicate in September, 1951, 
when the Prince comes of age. In return the Socialists con- 
sented to abandon the demand for immediate abdication and 
for Leopold’s immediate departure from the country. They 
also had to accept a clause making abdication in 1951 condi- 
tional upon the achievement “of the promised reconcilia- 
tion round the person” of Prince Baudouin. 


The Communists attempted to denounce these terms as 
a “betrayal,” but after a difficult meeting, M. Spaak suc- 
ceeded in persuading the crowds massed in Brussels that 
immediate abdication as opposed to deferred abdication was 
not worth the spending of blood and of lives and that the 
essence of their demands had been achieved. With that, the 
danger of civil war receded and there is now a reasonable 
chance of restoring Belgium’s impaired peace and unity. 


* * * 


Japan and the Korean War 


The American military expedition to Korea was origin- 
ally undertaken with forces drawn from the occupation army 
in Japan and, though reinforcements are now arriving in 
Korea direct from the United States, Japan remains the 
forward base of operations for both the Americans and any 
other United Nations contingents participating in the cam- 
paign. The political situation within Japan itself has thus 
become of even greater importance than it was before the 
outbreak of the Korean war. The attitude of the Japanese 
people and their political leaders must be regarded as one 
of the key factors in Far Eastern affairs, even though Japan 
is at present disarmed and subjected to (a now substantially 
reduced) American military occupation. 


The Japanese Communist party has been virtually out- 
lawed since the purging of its leaders which was decreed 
under the terms of the original occupation directive exclud- 
ing anti-democratic politicians from public life. The purged 
leaders, however, have disappeared and gone underground, 
so that a campaign of violent revolutionary activity may break 
out at any time, including attacks on American supply bases 
and occupation troops in Japan. The question is how much 
sympathy the Communists may be able to gain among those 
Japanese, who are not Communists in the strict sense of 
the word, by their pose of representing Japanese patriotism 
and the cause of national independence against an American 
domination. It is the Americans and not the Russians who 
have been occupying and controlling Japan since September, 
1945, and docile as the Japanese have outwardly been under 
the benign rule of General MacArthur, there have been many 
signs in recent months that their national pride has now 
recovered from the demoralisation of defeat and will not be 
content with anything less than a restoration of national 
sovereignty. To this new unrest have now been added two 
other potent factors—first, the desire of Japanese industrial- 
ists for re-entry into the Chinese market, which Peking has 
been using as a political lever to embarrass the American 
authorities in Japan and Mr Yoshida’s Cabinet ; and, second, 
the reverses suffered by American arms in Korea, which, 
as long as they last, cannot but create doubt of the power of 
America either to coerce or to protect Japan. 


Most serious of all is the attraction of Communist pro- 
mises of a re-militarisation of Japan for ex-officers of the 
Japanese army. No prospect of a rebirth of the Japanese 
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army has so far been held out from the American side, byt 
a former Japanese general and other officers who joined the 
Communists after the war are reported to be serving with 
the North Koreans, and it is understood that a Communis; 
Japan would, like East Germany, be allowed by Russia to 
build up its own armed forces. It is probably in order to 
counteract this propaganda that the Prime Minister, M; 
Yoshida, who is certainly anti-Communist and anxious to 
co-operate with the western democracies, has now made 3 
speech opposing the idea of ceding bases in Japan to any 
foreign power in the prospective peace treaty, while at the 
same time insisting that Japan’s security must be provided 
for. The implication, though not directly stated, is Clearly 


that Japan must be enabled to defend itself by its own 
strength. 


* * * 


China Helps Viet Minh 


Reports from Indo-China suggest that the Chinese 
Communists are now training Viet Namese in camps across 
the border north of Laokay—a situation that ominously 
recalls the guerrilla training camps set up in Bulgaria and 
Jugoslavia during the Greek civil war. The situation in fact 
is not entirely dissimilar, in that the rebel Communist move- 
ment in Indo-China certainly relies for its hopes of victory 
on aid in one form or another from neighbouring Communist 
territory. This aid is now arriving in the shape of arms and 
equipment, particularly much needed mortars and light 
artillery—though the Chinese still cannot spare any aircraft. 
In Indo-China, however, as formerly in Greece, the Com- 
munist forces must now face the certainty of a growing 
volume of American aid to the government forces. An 
official mission under Major-General Erskine and Mr Melby 
of the State Department has arrived in Indo-China and 
presages the speedy arrival of the promised aid, which will 


probably be expanded as a result of President Truman's 
increased arms programme. 


Nor is the increased strength of the government forces 
only a matter of military equipment. Some indication of 
the degree of success lately achieved by the Bao Dai regime 
in rallying Viet Namese opinion against the Communists 
has been given by recent Viet Minh radio broadcasts. These 
bitterly complain that Bao Dai’s followers “ are transform- 
ing the Franco-Viet Namese war into a civil war ”—it used 


to be readily branded simply as a national revolt against the 
French. 


It looks at present, therefore, as if another Viet Minh 
guerrilla offensive is the most that may be expected for the 
moment ; an invasion by the Chinese does not yet appear 
to be an immediate threat, and, in spite of the camps above 
Laokay, the French chances of making military progress 
during the next few weeks are quite good. A very great 
deal, however, still depends on the quality as well as the 
independence of the Bao Dai government. Progress has 
been made, but Indo-China has still to solve the two main 
problems that confront every non-Communist regime in Asia 
—how to fortify opinion against the fear that, by invasion 
or by infiltration, the Communists will win in any case. The 
second is how to accept and use foreign assistance without 


laying the government open to the charge of being a “ toady 
of Wall Street.” 


x w * 


Measuring Crime 


The Criminal Statistics for 1949 for England and Wales 
(Cmd. 7993) which were published last week show a welcome 
decrease in the volume of crime from the peak year of 1948. 


The total number of indictable offences known to the poli 
declined from 522,684 in 1948 to 459,869 in 1949, the 
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number since the war. The number of juvenile offenders 
found guilty of indictable offences has also decreased, the 
largest decrease being in the number of those between the 
ages of 17 and 21. The number of boys under 14 found 
guilty is still very high—21 per cent of the total of all guilty 
persons—but even this figure is an encouraging decline from 
that of 1948. 


In other respects, however, the statistics are disturbing. 
Offences against the person, with the exception of murder, 
are steadily increasing. There were 17,250 crimes in this 
category in 1949 as compared with 16,105 in 1948 and an 
average of 7,200 in the four years before the war. The 
largest percentage increase has been in unnatural offences— 
there were more than twice as many in 1949 as in 1948—and 
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in indecent assaults. The number of murders declined from 
147 in 1948 to 119 in 1949; seven murders remained un- 
solved at the end of the year. The number of suicides in- 
creased slightly: 4,653 (2,998 men and 1,655 women) in 
1949 as compared with 4.604 (2.900 men and 1,704 women) 
in 1948. It is interesting to note that by far the largest 
proportion of suicides—nearly half the total—are committed 
by people over the age of 60. 


A useful supplement to the statistics shows the distribu- 
tion of crime throughout all police districts in England and 
Wales and particularly the distribution of juvenile 
delinquents. The tables are of special value to organisations 
which are trying to deal with the problem of juvenile 
delinquency on a national scale. The Home Office is to be 
congratulated for its enterprise in producing them, though 
the tables would have been even more useful if it had been 
possible to compare, district by district, the number of offen- 
ders in each age group with the total number of persons in 
that age group. If such a comparison were available, it 
would then be possible to make a rough assessment of the 
criminal tendency of children in any particular district. 


x * * 


Cruelty in the Home 


A joint circular to local authorities from the Home Office, 
the Ministry of Education and the Ministry of Health deals 
with a subject that has agitated public opinion ever since 
the Curtis Committee reported in 1946. That committee 
was concerned with the 200,000 or so children deprived of a 
normal home life. It did not, however, cover those children 
still in their own homes but living nevertheless ‘in conditions 
of squalor, neglect or cruelty, Towards the end of last year, 
the House of Commons passed a resolution asking for an 
inquiry into these cases. It was refused by the Home Secre- 
tary mainly on the ground that a working party was already 


looking into the extent to which the existing machinery for 


helping the children concerned was being used. The new 
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circular to local authorities is the result of the working pacty’s 
findings. 


It has always been held, officially and unofficially, that 
children should not be removed from their parents except 
as a last resort. All the substitute homes that come within 
the province of the children’s committees of the local 
authorities are rightly regarded very much as a desperate 
remedy, and if the right action could be taken in time the 
need for them would dwindle. To find the right action is, 
however, not so easy. The circular suggests, in brief, that 
there should be more co-ordination between the statutory anc 
voluntary services. This should be achieved by the appoiat- 
ment of an officer to whom all known cases of child neglect 
and ill-treatment should be reported and who would arrange 
for regular meetings of the voluntary and statutory services 
at which the cases, and the needs of the families concerned, 
should be considered and the best way of helping them 
decided on. 


Co-operation of this sort should eliminate the duplication 
of visits paid to unsatisfactory families by a bevy of officials 
and voluntary workers—a duplication that often goads the 
parents to fury or obstructive resentment. The cases of pure 
neglect should, in particular, become more tractable. (The 
provision of home helps may be expensive, but it is far 
cheaper than the cost of maintaining a child in a children’s 
home.) It is the cases of cruelty, particularly of mental 
cruelty, that are so difficult to treat. What can official or 
voluntary action do to help the unloved, unwanted chi!d in 
an otherwise respectable home or to prevent parenta! quarrel- 
ling ? It is these cases, so often ending up in the juvenile 
courts, that seem designed to defeat the most intricate 
machinery for child care. 


* * * 


The Covenant in the Motor Trade 


At the end of June motor traders generally were 
startled by a High Court decision in the case of Monkland v. 
Jack Barclay, Ltd. In May, 1946, Mr Monkland ordered 
two cars and settled down to wait for his turn to receive 
delivery. In August, 1946, the British Motor Traders Asso- 
ciation devised its present scheme under which any retail 
buyer of a new car must covenant not to sell it during the 
twelve months following its delivery. Mr Monkland was 
informed of this change of circumstance but declined to enter 
into any such covenant, on the ground that no such scheme 
had been in force when he ordered his cars. One car, a Rolls- 
Royce, was delivered to him free of covenant in February, 
1948. That he immediately sold and realised a profit of 
£1,150. The other car ordered was a Bentley : a week or so 
before the Rolls-Royce was delivered Bentley Motors them- 
selves removed Mr Monkland’s name from their list of 
waiting customers and the car that might have been allocated 
to his order was delivered to someone else. Learning of 
this, Mr Monkland sued the trader with whom he had placed 
his orders and recovered {£1,500 damages for failure to 
deliver a Bentley car at a time when it was obvious that one 
had been available for someone in his degree of priority as 
a buyer. 


As a result of this decision, the position of the motor 
trader seemed suddenly to have become most awkward. _ If 
a trader delivered a car to a customer without requiring the 
standard covenant against a re-sale, the Motor Traders Asso- 
ciation would be free to place him on its “ stop list ” and all 
supplies, not only of new cars but also of spare parts, would 
at once cease. On the other hand, apparently any customer 
who had placed an order before the covenant scheme was 
announced was free to decline to give such a covenant and, 
if he were then refused delivery of a car, could recover 
damages for his lost profit on re-sale. To clear the position, 
another firm of motor traders sued the Motor Traders Asso- 
ciation for a declaration that the covenant scheme was 
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unenforceable, since it compelled motor traders to break 
existing contracts. The first hearing resulted in a dismissal 
of the claim. By arrangement an appeal to the Court of 
Appeal was expedited and the Court of Appeal gave judgment 
last week, which has confirmed the original decision. The 
court has held that the covenant scheme is not against public 
policy, that it is enforceable against the motor trader and 
that he must, in consequence, face the risk of actions for 
damages by customers who claim delivery of cars free from 
covenant. 


The outlook for the motor trader is not, however, quite so 
black as it looks. First, no customer who placed an order 
after August, 1946, when the covenant scheme was 
announced, can have much hope of establishing that he did 
not know he would have to sign a covenant when he was 
offered delivery of his new car. Second, the Court of 
Appeal took the view that the circumstances in Mr Monk- 
land’s case were very special and prevented its general 
application, and that a dealer still has some discretion as to 
how he allocates amongst his customers such cars as he 
receives from the manufacturers. There is also the practical 
consideration that the vast majority of those who have ordered 
cars, and waited years for delivery, have every intention of 
using those cars themselves and are therefore prepared to 
accept a twelve-month restriction on their right to sell them. 


x * * 


Shorter Notes 


The Medical Act, which received the Royal Assent before 
Parliament adjourned last week, has three main purposes. 
First, it gives effect to one of the recommendations of the 
Goodenough Committee on medical schools, which reported 
in 1944, by providing that after qualifying a medical student 
must have a period of service in a hospital or similar institu- 
tion before being placed on the medical register and allowed 
to take up independent practice. It is to be hoped that, as a 
corollary to this obligatory internship, the General Medical 
Council will do something towards pruning and revising the 
whole medical curriculum before the obligation comes into 
force. The other main proposals concern the council itself. 
Its constitution is to be altered, to allow a greater representa- 
tion by election from the medical profession. Secondly, its 
disciplinary machinery is to be altered, and doctors, whose 
names are erased from the register, are to be allowed to 
appeal to the judicial committee of the Privy Council. 

* 


Parents who send their children on their own initiative 
as fee-payers to private and independent schools must now 
abandon the hope of grants. It had been hoped that local 
authorities might be allowed to make grants equivalent to 
the cost of educating these children in state schools, but 
Mr Tomlinson destroyed their hopes on July 21st. In answer 
to a Parliamentary question he stated that he could not sanc- 
tion flat-rate grants based on the assumed cost of tuition in 
a maintained day school. Those who claimed that they were 
doing a service in relieving the congestion in maintained 
schools are thus defeated. 

* 


It is something of a portent that the International Co- 
operative Alliance should have decided to launch a quarterly 
magazine, soon, it is hoped, to become a monthly, devoted 
entirely to the protection of the consumer against monopoly 
and monopolistic agreements. The first number of this 
review, entitled Cartel,* contains an excellent survey of 
“ Cartels in Retrospect and Prospect,” a pertinent critique 
of the Monopolies and Restrictive Practices (Inquiry and 
Control) Act and of the Monopolies Commission which it set 





= Cartel: obtainable from International Co-operative Alliance 
(Publications Department), 14, Great Smith Street, S.W.1. 10s. net 
per annum. 
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up ; an article on international commodity agreements ang 
another, cautious but not carping, on the Schuman plan; 
together with briefer material on current clashes in varioy: 
parts of the world between monopolistic organisations ang 
the law or the co-operative movement. Well written, wel) 
produced, and remarkably objective, this little periodical 
is doing an important educational job—though the somewhat 
dreary connotations of the word “ educational” should jo; 
be inferred. In Britain the educational aspect of the co-opers. 
tive movement has become entirely secondary. Elsewhere i; 
has fortunately kept an importance of which Cartel js , 


» welcome reminder. 


* 


Last week the High Court refused to make an order requir- 
ing the chairman of convocation of London University to 
call a meeting of convocation to consider the refusal of a 
university school to renew the appointment of one of jts 
lecturers. The reason for the court’s refusal was that the 
proper body to require, or not, the summoning of convoca- 
tion was the Visitor of the University, in the case of London 
His Majesty in Council, and that the court would not inter- 
fere with a matter domestic to the University where there was 
a domestic remedy available to any member aggrieved. The 
case arose from the decision of the School of Slavonic and 


East European Studies not to re-appoint a Mr. A. Rothstein 
to his lecturership. 





























Schleswig-Holstein 


There has been a great battle in Schleswig, and 
future historians will speak of a “famous victory.”. . . . The 
prosperity that Schleswig-Holstein has enjoyed from a 
long peace is now at an end; its harvests are beaten 
down, its pleasant dwellings made desolate, the country 
devastated, and the people slaughtered, for a name or a 
theory. Claims there are on one side to new privileges 
or larger liberties, and on the other claims of old and 
hereditary sovereignty, which makes little account of the 
people ; but on neither side is there great and substantial 
wrong or denied rights, on neither side are the duties of 
sovereign and subject neglected; but a shadowy claim 
on one side of almost valueless independence, and on the 
other of nominal sovereignty, suffice, under misdirected 
zeal or erroneous opinions, to expose the people to all 
the ravages of war. That this is the ultimate consequence 
of the ferment in the German mind of foolish theories, 
and probably of those notions of a great empire and of 
Political unity which have been fostered by writers both © 
in Germany and in other countries, we do not suppose, 
but we hope it is the last battle which will spring from 
such chimeras. . . . The Schleswigers require to be united 
with Germany, as is Holstein; the Danes require 
Schleswig to remain united with Denmark, as it has been 
for some hundred years ; but these conflicting claims of 
the people and their Sovereign might surely have been 
settled without appealing to the sword. All the Powers 
of Europe have, in fact, interfered to settle the dispute, 
and, much to the disgrace of diplomacy, have rather 
exasperated than reconciled the parties. . . . The result is 
a bloody battle, in which it is said not less than ten 
thousand human beings have been killed or wounded, 
and Schleswig seems likely to remain in connection with 
Denmark, as it was before the two years’ dispute had 
begun and the battle had been fought. . . . Liberty cannot 
now be won by a hired military force, nor can the 
affections of a people and the secure possession of 4 
country be obtained by an army. Some other means 
must in the end be found of settling the dispute between 
the Schleswig-Holsteiners and the Danish Government 


than the sword, and it would be better to employ them 
before than after using it. 


The Economist 


August 3, 1850 
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Bowater mark... 


OWATERS reproduce here a newly registered trade mark. The arrow 
stands for precision, purposefulness, and integrity; the wings for drive, 
impetus, and service; the water for the covering of distances — sym- 


bols which represent correctly the aims and policies of the world-wide 


Bowater Organisation. 


¥ entries made in the Trade Marks Register, the subsidiary companies 
of the Organisation in this country which sell the production of the 
Bowater paper and board mills, either in original or converted form, 


have been recorded as Registered Users of the mark. 


ESIDES being used to identify goods manufactured by or for its 
registered proprietors, the mark will be seen on the properties and 
equipment of the Bowater Organisation, and will be used as an 


advertising symbol. 


= THE BOWATER PAPER CORPORATION LIMITED 
(registered proprietor of the trade mark for the home market) 








BOWATERS SALES COMPANY LIMITED - 
(registered proprietor of the trade mark for export markets) 
.9 PARK PLACE, ST. JAMES’S, LONDON, S.W.I 
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American Overseas Airlines give you a 


daily service by AoA Stratocruisers between London and New 


York, and connecting services by American Airlines all over 


usa, north to Canada, and south to Mexico. All the way you 
can rely on the active business help of American Airlines | 
offices in 77 North American cities...a free service for 
all business men. See your local travel agent or 


American Overseas Airlines, 35 St. James’s St., London, swt 
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Small... compact... portable... a 
Single Register Accounting Machine, 
equipped with 12-Key Keyboard and 13” or 
18” Dual Feed Carriage. Operation is 


reduced to utmost simplicity so that the 


AUTOCAL (luminous) 
operator can concentrate on the correct | 69/6 incl. PT. 

scriptio M (non-luminous) 
Pie: een eat egg ge AUTOMATIC BALANCING | — 59/6 ind. P.T. 
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Letters to the Editor 


Fuss About Formosa 


Sir,—Your article on Formosa com- 
pletely ignores the strongest argument 
against the American decision to sup- 
port Chiang Kai-shek, namely, the effect 
on public opinion. In the last resort the 
strength of any government or political 
movement depends on the willingness of 
people to support it. It is completely 
unrealistic to reckon up the strength of 
opposing positions while forgetting that 
international politics differs from chess 
in the ability of the pawns to change 
their colour. 

The Kuomintang in Formosa has an 
even worse record of oppression and 
corruption than it ever had in China. 
Ir has antagonised even conservative 
Chinese opinion by the blockade and its 
air-raids on Chinese cities. The de- 
cision to support Chiang Kai-shek must, 
therefore, greatly increase the popular 
support that the Chinese Government 
could obtain for the most extreme anti- 
American and pro-Russian policies. In 
the areas of the world where Russia 
ind the West are competing for support, 
this decision must seem to many people 
to support the thesis of Russian propa- 
zanda that the West’s claims to stand 
tor democrgcy are hypocritical. 

To oppose totalitarianism by support- 
ing democracy is a policy which, though 
difficult, does lead in the direction of a 
stable peace. To oppose left-wing 
totalitarianism by supporting right-wing 
police states which have not got even the 
active Minority support that can make 
Communist or Fascist police states com- 
paratively efficient is an expedient quite 
as futile and dangerous as any appease- 
ment policy. If the United States con- 
siders that strategic necessity compels 
it to secure Formosa against Communist 
occupation, steps should at least be taken 
to replace the Kuomintang administra- 
tion by one which can make some claims 
to govern in the interests of the people 
of Formosa.—Yours faithfully, 

MICHAEL LINDSAY 

84 Sunny Bank, Hull 


The Ber:in Congress 


Sir,—May I, as General-Secretary of 
the Berlin Congress for Cultural Free- 
dom, make a few comments on the 
remarks of Mr H. R. Trevor-Roper, who 
attempted to correct the fair and 
balanced article of your correspondent. 
Mr Trevor-Roper is apparently under 
the impression that a group of “ ex-com- 
munists ” argued and debated at the 
Congress as a fixed and determined 
fraction. His account of both who these 
“ ex-communists ” were and what points 
of views they represented is inaccurate. 
He begins by lumping Koestler, Burn- 
ham, Hook, Borkenau, and some 
unnamed others into one camp. This 
is a convenient fiction created for 
polemical purposes. There were, in fact, 
among the former Communists present 
in the Congress (a small minority, by 
the way) men and women who today 
hold the most divergent opinions. 

The summary of opinions which this 
group is alleged to have held is, I am 


afraid, little short of absurd in its over- 
simplification. “ That all old politics are 
now useless.” The must that anybody 
ever tried to argue was that some funda- 
mental aspects of “old politics” are 
today useless. “That the only present 
political issue is Communism or anti- 
Communism.” The most that anybody 
ever tried to argue was that this issue 
was one of the, or perhaps the, most 
important one facing the world today. 
“ That all those who are not Communists 
must therefore unconditionally support 
those who have the will ana means to 
attack Communism.” I doubt whether 
this could be substantiated. All of us 
present at the Congress were “not 
Communists”; all of us had the will, 
and as writers all of us had the means to 
attack Communism, and all of us did by 
agreeing to the various resolutions and 
the final manifesto. Unconditional 
support was a notion foreign to the 
whole tenor of the Congress; and the 
very idea of ever abandoning democratic 
checks and controls, and the right of 
criticism, is explicitly rejected in Point 7 
of the Manifesto. “ Koestler particularly 
attacked the Socialist alternative as no 
better than neutrality.” This is a mis- 
representation. What Mr Koestler had 
said was that the apparent policy of the 
present British government in maintain- 
ing a certain aloofness from continental 
affairs was contributing to a situation of 
West-European weakness and even des- 
pair in which the neutrality idea could 
flourish. And what is that programme 
that the ex-Communists will have 
nothing of ? “Tackling by liberal 
methods the problems which Com- 
munism wrongly claims to have solved.” 
Is Mr Trevor-Roper truly under the 
impression that Burnham would be 
against slum-clearance in Harlem, or that 
Koestler would reject raising the salaries 
of the railroad workers in France ? 

I want especially to correct the false 
impression that “the British dele- 
gation succeeded in killing the clause 
advocating intellectual intolerance.” 
There was no such clause in any Con- 
gress document. There was an awkward 
phrase to the effect that “ totalitarian 
ideologies which deny spiritual freedom 
do not enjoy the right to citizenship in 
the free Republic of the Spirit.” But 
there was general agreement on its with- 
drawal because of its stylistic impreci- 
sion. The implication that thereby book- 
burnings were prevented in London, 
Paris, and New York, is a product only 
of Mr Trevor-Roper’s somewhat melo- 
dramatic imagination. There was a 
democratic unity achieved at the Berlin 
Congress. This unity comprised two 
main groups, one group putting the 
emphasis On militant resistance against 
the threats from the East, the other 
group putting emphasis on enterpriging 
reconstruction of the West. Somewhere 
in this international unity there is place 
for all the democratic elements, whether 
of the “left” or the “ right.”—Yours 
faithfully, 


Metvin J. Lasky, General-Secretary, 
Congress for Cultural Freedom 
Berlin 


Methods in Research 


Sir,—In your review of Sir Leo Page’s 
book “The Young Lag” and in your 
earlier comment on my own “ Delin- 
quency and Human Nature,” there might 
seem to some readers to be a suggestion 
that since our studies were not primarily 
statistical our conclusions were lacking 
in validity. Statistical techniques, how- 
ever, do not form a method of science 
in themselves ; they are not alternative 
but complementary to other techniques 
of investigation, and in fact are only one 
of those which the scientific method 
embraces. The important thing, with- 
out which years of research may be 
irrelevant, is to know at which point in 
the development of any branch of know- 
ledge one should utilise the one tech- 
nique or the other. 


There is a contemporary tendency to 
regard “the statistical method,” and 
above all the control-group technique, 4s 
the only method. The result is that 
investigations are planned on statistical 
lines before the essential relationships 
and processes have been studied. The 
prerequisite of any planned testing of 
hypotheses is a phase of observations 
that will suggest which are to be tested. 
A failure to do this means that the 
investigator accepts, implicitly or 
explicitly, the traditional hypotheses, 
and only looks for the facts which are 
relevant to them. He thus ignores data 
which earlier investigators, because they 
were inconvenient for their hyp theses, 
also disregarded. His whole approach, 
in short, rules out the possibility of new 
discovery or of new synthesis. Nor can 
a new hypothesis be produced by an 
examination of statistical results alone, 
for a hypothesis is a description of a 
complex of relations, and its medium is 
that of concept and not of number. 


I was careful to point out that my 
study consisted in an exploration of 
those relations in the mental sphere 
which might account, among other 
things, for the hitherto unexplained 
irrationality of deknquency. In other 
words my task was the framing of new 
hypotheses. I further show in detail, 
first, that if I had adopted the tradi- 
tional control-group technique without 
a feasible hypothesis to test, many of the 
really significant factors would have lain 
undetected ; secondly, how most of the 
statistical studies of the inheritance of 
insanity had been a waste of time 
because the investigators had failed to 
take account of the possibility of 
“environmental transmission,”  i.e., 
failed to observe what the children of 
unbalanced parents might have to put 
up with 

May I further point out that I define 
my factors and give them quantitative 
assessment. In other words, I was in 
the position of a laboratory worker intent 
upon finding out what actually happens, 
but also making my observations in 2 
form which the statistician can handle. 
—Yours faithfully, 


D. H. Storr 
41 Upper Bridge Road, Redhill, Surrey 
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Books and Publications 
The Bear and the Orient 


The Rise of Russia in Asia. 


The English edition of the first of Mr 
Dallin’s two books on Russia’s Far 
Eastern Policy (the second dealing with 
the period since 1931 has already 
appeared) comes at a moment which 
could hardly be more opportune... It is 
half a century since Korea was last a 
storm-centre of world politics; and it 
is well worth being reminded of the 
occasion. But the book does more than 
give its readers a chance of drawing 
parallels of lesser or greater accuracy and 
relevance. With its companion volume, 
it forms the only continuous narrative 
available in English of the whole story 
of Russia’s Far Eastern activities from 
the beginning until almost the eve of 
the present conflict ; and although these 
books are by no means faultless, they are 
certainly indispensable. 


At first sight the present work divides 
sharply into two parts. The first, which 
carries the narrative down to the 
Russian Revolution, is fairly straight- 
forward diplomatic history for which 
much first-hand material exists in the 
published archives of the Tsarist and 
other governments. The second part 
dealing with the very complicated rela- 
tions between Russia and her far 
eastern neighbours from the Revolu- 
tion until the Japanese invasion of 
Manchuria is of course based on 
materials that are far less complete. 
Only the United States among the great 
powers has published much relevant 
official material; and on the Russian 
side, Mr Dallin is obliged to rely rather 
heavily on such sources as the memoirs 
of the ex-Soviet diplomat Bessedovsky 
and on his own ability to interpret the 
Soviet press. This does not, however, 
mean as is sometimes assumed, that the 
historian of these transactions has an 
insurmountable obstacle before him. 
What Mr Dallin has to say not only 
on the relations of the Governments con- 
cerned, but also on the relations between 
the Communists and the Kuomintang, 
is likely to stand up to most tests. 


Mr Dallin is too shrewd to accept the 
view that the obvious recurrence of 
certain geographical and _ strategic 
patterns means that the present Russian 
policy can simply be regarded as having 
taken up the task where it had been 
abandoned in 1905. Communism in 
Asia has provided a new source of 
expansionist energy ; and the elimination 
of Japan has given Russia an opportunity 
that is unique. 


Thus an ideological inclination com- 
bined with the opportunity of the present 
merges into the most formidable drive 
in Russia’s Far Eastern history. 


In a passage written over a year ago 
when opinion was less concerned with 
these things than it is now (and when 
Mr Dallin was perhaps not altogether 
without some propagandist purpose) 
he declares that 

history also shows a way out of 

desperate situations. There is the lesson 

both of Russia’s campaigns early in this 


By David J. Dallin, 


Hollis and Carter. 293 pages, 18s, 
century, and of Japan’s bid for power in 
the thirties. The progressive isolations 
of each of these powers is the first con- 
sequence ; the coalition of their adver- 
saries is the second; and finally, if 
nothing else is capable of stopping their 
relentless dynamism, an armed conflict 
ensues, in which the challenger in- 
variably loses to the converging forces of 
the world. 


This is pretty cold comfort. But quite 
apart from its implications for policy, it 
is a view that explains some of the weak- 
nesses of the book. For having admitted 
the importance of the Russian ideology, 
Mr Dallin nowhere really analyses either 
it, or the inner nature of the Pyussian 
expansionism that preceded it, or, most 
important of all, the transformation that 
has been going on in the Asiatic world 


itself. The standpoint is still too close 
to that of the diplomatic historian 
proper. 


One more specific point must be 
made. Mr Dallin in analysing Dr Sun 
Yat-sen’s outlook on world politics and 
especially his antagonism to Great 
Britain, mentions that “ the great port of 
Hongkong, in the vicinity of Sun’s 
Canton had been taken over by the 
British.” Mr Dallin cannot but know 
that Hongkong became a great port 
from having been a barren islet precisely 
because it had been taken over by the 


British. If Great Britain were to 
abandon it, its fate would be like 
Shanghai’s. And to find someone who 


was certainly at one time looked upon 
with favour in the State Department 
repeating this anti-imperialist cliché 
without a blush, helps one to understand 
how difficult is the struggle to find a 
common basis for British and American 
action in Asia. If President Roosevelt 
had not importuned the British Govern- 
ment in and out of season to “ return” 
Hongkong to the Chinese, it might have 
been easier to spare troops from its 
garrison now to assist the hard pressed 
Americans in Korea. 


From Utopia to Stalin 


Studies in Revolution. By E. H. Carr. 
Macmillan, 227 pages. 9s. 6d, 


Professor Carr is a specialist in the 
history of European _ revolutionary 
political thought since the end of the 
period of Napoleon, and the little book 
of essays which he has now published 
begins with Saint-Simon and closes with 
Stalin. He would have done wel] to 
specify “socialist revolution,” for he 
ignores the original French Revolution 
completely, and calls Saint-Simon “ the 
precursor,” though after all Rousseau 
and Marat were considered rather sub- 
versive in their day. The list of per- 
sonalities who get one or more essays 
apiece from Professor Carr’s pen com- 
prises three Frenchmen (Saint-Simon, 
Proudhon and Sorel), two Germans 
(Marx and Lassalle) and four Russi 
(Herzen, Plekhanov, Lenin and Staliz), 


but the only Englishman js Mr 
Gallacher, who seems somewhat o/ 


lightweight in such company. ; 


Professor Carr is particularly fascina. 
ted by the Russian revolutionary 
thinkers, and their attraction for the 
connoisseur of revolutions is indeed dye 
not only to the world-shaking effects of 
the Russian Revolution in our time, for 
in the author’s words, “Russian nine. 
teenth-century thought revolves up- 
ceasingly round the central idea of revo- 
lution ”—a statement which could not 
be made about any other European 
country in that age. But the very 
backwardness of Russian society which 
caused Russian intellectuals to believe 
that no real progress was possible except 
through a violent catastrophe also made 
it inevitable that the revolution, when 
it came, should lead to a totalitarian 
regime. Professor Carr justly refers to 
“the lack of any foundation in Russian 
thought and tradition which could have 
carried the elaborate and delicate struc- 
ture of liberal democracy” and to the 
impossibility after 1917 of “creating in 
terms of men and women that basis of 
democratic administration on which 
socialism of the kind contemplated in 
the Marxist tradition could alone rest.” 


In his last essay Professor Carr clearly 
recognises the nationalism as well as the 
despotism in which the Russian Re- 
volution has issued, and it is therefore 
the more surprising that all he has to 
say about Russia’s recent international 
behaviour is that “Soviet nationalism 
since the war has taken some forms 
which Western observers have thought 
sinister.” Having explained so wel] why 
Stalin’s Russia is as it is, it is certainly 
odd that he seems to ignore the threal 
of its great military power to the rest 
of the world. But it may be that he 
averts his gaze from this aspect of his 
subject in order to preserve the state 
of mind with which he habitually studies 
it. Just as a zoologist may observe 
snakes in a cage with a detached 
scientific curiosity tinged with mild 
enthusiasm, but will be liable to quite 
other emotions if he sees that a cobra 
has got out of the cage and is wriggling 
towards him, so Professor Carr enjoys 
the sight of his revolutionary speci- 
mens at a safe distance, but cannot take 
pleasure in the prospect of their closer 
penny. Despite all his sympathy 
or revolutions, he is not enough of a 
Stalinist to be considered a good “ life 
under a possible interrogation by the 
M.V.D. 


The Course of Orthodoxy 


The United States and the Restoration 
of World Trade. By William Adams 
Brown, Jr. Washington: The Brookings 
Institution, London: Faber and Faber. §72 
pages. $5 or 36s. 

The Brown family has United States 
commercial policy firmly in its bene- 
ficent grip. Mr Winthrop Brown 's 
Chief of the Division of Commercia 
Policy at the State Department. He will 
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soon be leading the American delegation 
that will arrive here for the Torquay 
meeting of signatories of the General 
Agreement on Tariffs and Trade. His 
brother, William Adams Brown, the 
author of this book, ts the chronicler 
ind philosopher of the great crusade for 
the liberation of world trade—a crusade 
in which the United States have played 
so leading a part—though, where deeds 
are concerned, one which still falls short 
of what might have been hoped. This 
book is the work of the chronicler rather 
than that of the prophet. It traces the 
historical background of the _  Inter- 
national Trade Organisation Charter and 
of the General Agreement. It delves 
back into the fundamentals of United 
States foreign trade policy and views 
with an obviously approving eye the 
various steps taken by the United States 
during the war, first through the Atlantic 
Charter, then through Lend-Lease 
agreements, and later in the course of 
the Anglo-American Loan negotiations, 
to set up an international code of com- 
mercial behaviour, comparable with the 
code of monetary behaviour enshrined in 
the Bretton Woods agreements. 

This account, supplemented by the 
texts of all the essential documents, is an 
invaluable book of reference with which 
to follow the coming Torquay negotia- 
tions. The pedant looking for flaws in 
this monumental factual presentation 
would find a psychologically significant 
one in Mr Brown’s suggestion that by 
the Anglo-American Financial Agree- 
ment of 1945 “the United Kingdom 
undertook to discontinue within one year 
the operation of the sterling area dollar 
pool.” There was no such undertaking, 
but merely a clause that “sterling re- 
ceipts from current transactions of all 
sterling area countries will be freely 
available for current transactions in any 
currency area, with the result that any 
discrimination arising from the so-called 
sterling area dollar pool will be entirely 
removed.” The continuation of dollar 
pooling arrangements was due, not as 
Mr Brown suggests, to the inability to 
maintain sterling convertibility, but to 
the perpetuation of banking arrange- 
ments which have their roots in the 
commercial and financial evolution of the 
Commonwealth over more than a cen- 
tury and which functioned when sterling 
was a fully convertible currency, just as 
much as they did when it ceased to be 
convertible. 


Larousse and the World 


Atlas International Larousse. Edited 
by Professor Jean Chardonnet. Paris: 
Librairie Larousse. London : Harrap. 
Ey 9%. 


Any production of Librairie Larousse 
is received with respect in Britain, as 
well as in France. One knows in 
advance that it will provide a huge 
volume of information in a conveniently 
condensed form and in this respect the 
“ Atlas International Larousse ” is in the 
true tradition of this famous publishing 
house. The atlas is arranged in three 
sections: first, a section containing 
physical and political maps; then a 
series of maps giving economic data ; 
and finally, a statistical section, Between 
each double-page map are two pages of 
text giving data on the countries shown 
on the neighbouring maps. 


In his preface, M. André Siegfried 
succinctly states the familiar case against 
the use of Mercator’s projection. It 
therefore comes as a surprise to find how 
widespread is the use in the atlas of the 
projection condemned in the preface. 
The maps themselves are well drawn; 
particularly successful are certain maps 
on projections centred on the Poles, and 
it is the editor’s hope that these will 
correct distorted views derived from the 
many maps on Mercator. In an attempt 
to give this atlas an_ international 
character three languages (French, Eng- 
lish, and Spanish) are used for text, keys, 
and the principal geographical names. 
This has had certain unhappy results: 
not only is all information given three 
times, but on almost every opening, from 
the title pages onwards, there are mis- 
spellings, and also mistranslations that 
tend to shake the user’s faith in the atlas. 
A serious fault is that some of the keys 
to conventional signs are quite unintel- 
ligible without a knowledge of French ; 
and in one instance one-twentieth in 
French becomes twenty per cent when 
translated into English. It seems strange 
that no English-speaking person was 
employed to approve the translations on 
the map pages and on some of the text 
pages between them. 

The editor has avoided the temptation 
to overload the maps with quantitative 
economic information and for the most 
part has concerned himself with giving 
the nature of the economic activity in 
each area. In order to do this several 
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ingenious devices have been worked out 
and the facts are shown on the maps 
close beside the country to which they 
refer. Some of the trade information is 
seriously out-of-date—for most of the 
North-West European maps it is for 
1938, but postwar information is given 
for other areas. There is a series of 
industrial maps that should prove 
interesting, notably those coveriny 
Russia’s industrial regions. Figures 
supporting and amplifying the maps 
are given in the statistical section 
at the back. This section contains 
tables grouped by subjects and by 
countries. The countries appear in 
alphabetical order according to their 
mames in the national language of each 
country. From this arrangement some 
results emerge that will be strange 
equally to French, English, or Spanish 
eyes; although Suomi and Misr may 
be familiar, and Nihon and ’Arabiye-es- 
Saudiye may be identifiable, FNRJ and 
Suriyeh may well perplex all save stamp 
collectors. And does not B’lgaria savour 
of pedantry? The explanation that 
these unfamiliar forms accord with the 
nomenclature adopted by the Universal 
Postal Union does not seem to justify 
their use in an atlas. 

But although there are certain weak- 
nesses in this ambitious production, the 
most important fact is that here is a 
postwar atlas, containing an enormous 
volume of fairly up-to-date economic and 
political information, shown on maps of 
reasonable size and scale. The Larousse 
organisation has set itself a difficult task 
and it has had a very considerable 
measure of success. 


The Constitution for 
Beginners 


An Anatomy of American Politics, 
Innovation versus Conservatism, B 
Arthur Bernon Tourtellot. Bobbs-Merrill, 
New York. 349 pages. $3.00. 


When a book on the political institu- 
tions of the United States opens with a 
narrative of mammalian evolution and 
traces the psychological processes of 
primitive man in language hardly less 
fanciful than that of John Locke des- 
cribing the state of nature, alarm and 
despondency are healthy and natural 
reactions. But it would be a pity if Mr 
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Tourtellot’s book were to be judged by 
this initial sample. In Chapter two there 
begins a discussion of the American 


Presidency which owes nothing to 
Charles Darwin, H. G. Wells or the 
Smithsonian Institute, and which is in 
fact an excellent, straight-forward, 
shrewd and well-balanced analysis that 
sets the key for the remainder of the 
book. Successive chapters on the Con- 
gress, the Supreme Court, the parties 
and the electoral system constitute a 
description of the nature of the federal 
government, in practice as well as in 
theory, which deserves high praise. It 
has all the indispensable virtues of 
accuracy, clarity and fairness, plus an 
additional merit not always found in 
books of this kind—it is infused 
throughout with a feeling for the 
practical, even harsh realities of politics, 
The book is clearly intended for the 
reader who has not previously made 
any serious study of the workings of the 
American Constitution. It eschews the 
footnote, presumably on the same 
principle as commercial air-lines avoid 
parachutes, for fear they should alarm 
the traveller. However, this timidity 
has fortunately not prevented Mr 
Tourtellot from tackling difficult topics 
in the text, or from appending a very 
sensible and up-to-date bibliography. 
His chapter on the Supreme Court, for 
instance—an institution which has some- 
umes baffled even Americans, once they 
have substituted curiosity for adoration 
—unravels with great ease and clarity 
many of the tangled skeins which con- 
sututional tortuosity has created. It is 
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as sensible a brief account as is any- 
where to be found. 


The only reservation that one feels 
obliged to make in recommending Mr 
Tourtellot’s book to an English public 
is that having been written as an intro- 
duction for the American reader, its pre- 
suppositions, both as to knowledge and 
to ignorance, are American rather than 
British. An English oeginner must, 
therefore, expect occasional mystification 
when confronted with what every 
American schoolboy knows, while at 
the same time finding, here and there, 
explanations of topics with which he is 
already pretty well familiar. But these 
are no more than minor inconveniences, 
which any intelligent reader, who wants 
to get a good, up-to-date and fair- 
minded description of American politics, 
would be well advised to tolerate. Mr 
Tourtellot has done a good job. 


The Unthinking Reed 


Somewhere South of Suez. By Douglas 
Reed, Cape. 428 
128. 6d, 


When Mr Reed confines himself to 
describing his travels, he is entertaining 
and informative. He has an observant 
eye, a ready pen and a nice wit. But 
when he branches off into political 
philosophy and his own curious snter- 
pretation of modern history, he reveals a 
mind more muddied than most and a 
blind disdain of relevant facts. Zionism, 
according to Mr Reed, is the driving 
force behind world events and the archi- 


Jonathan pages. 
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tect of the “Grand Design of the 
‘Fwentieth Century.” Mr Churchill, Mr 
Roosevelt, Mr Truman, General Smy 
Hitler and Stalin are all apparently 
puppets of the Zionist movement, shap- 
ing their policies and fighting their wars 
all fundamentally on behalf of the 
Zionist cause. He quotes a speech of 
Lord Melchett’s in 1928: “ Do you really 
in your hearts believe that we have been 
led back to Israel by nothing but 4 
fluke ?” and with this rhetorica] ques- 
tion as a theme, he goes on to demon- 
strate by an ingenious distortion of 
historical facts how the statesmen of the 
world have at least played into the hands 
of the Jews if they were not actually 
controlled by them, i 


It seems to be an occupational disease 
of itinerant journalists to break out 
from time to time with some naive theory 
about the forces which shape inter- 
national events and which in their saner 
moments they would blush to recall. 
But rarely has any of them ever produced 
such sweeping nonsense as this. Fortu- 
nately for the patience of hts readers, Mr 
Reed has kept most of his political 
theorising to his last few chapters ; the 
first two-thirds of the book are compara- 
tively free from such blemishes and 
afford a most enjoyable and illuminating 
account of the South African scene. It 
is a pity for the sake both of Mr Reed’s 
health and of his reputation that he broke 
his back during his travels and was 
forced to spend a year on a balcony in 
Durban where, he says, most of his 
theories were developed. 
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AMERICAN SURVEY 





Men Behind Mobilisation 


(From Our American Statt) 


HE United States starts its latest mobilisation with a 

governmental machine far stronger and better co- 
ordinated than in any previous time of crisis. The general 
shape of the machine was outlined by the National Security 
Act of 1947, and much of it has been in working order for 
nearly three years, even if it has not always worked as well 
as was hoped. The Act established the National Security 
Council to advise the President on the integration of 
domestic, foreign and military policies related to national 
security and to assess the objectives, commitments, and risks 
of the United States in relation to actual and potential military 
power. 

Besides the President, the members of the Council are the 
Vice-President, the Secretaries of State and Defence, the 
Chairman of the National Security Resources Board, and 
such other departmental Secretaries and Board Chairmen as 
the President may invite. This June it was further strength- 
ened by the appointment of Mr Averell Harriman as a Special 
Assistant to help the President to handle foreign affairs. The 
National Security Act also provided for unification of 
the armed forces, and for the permanent organisation of the 
Joint Chiefs of Staff, the Munitions Board and the Research 
and Development Board. On the civilian side, it created 
the National Security Resources Board, to advise the Presi- 
dent on programmes for industrial and civilian mobilisation. 


The greatest difference between this permanent structure 
and those specially designed for previous crises is the absence 
of a temporary agency, manned by top industrialists, to speed 
industrial production. Mr Bernard Baruch, America’s 
“ mobiliser emeritus,” urged that such an agency be set up 
at once, when he testified last week at Congressional hear- 
ings on the Defence Production Act; this Act would 
confer on the President the limited powers he thinks neces- 
sary to ensure that the shift from civilian to defence pro- 
duction is made in a satisfactory manner, without inflation. 
Mr Baruch’s demand for full economic mobilisation had an 
immediate and wide impact on members of the Administra- 
tion as well as on Congress. It has made it difficult for the 
President to maintain his stand, based on experience gained 
during his Congressional investigations in the last war, in 
favour of leaving the regular government departments to 
administer the new Act. 


In the past, when mobilisation machinery had to be impro- 
vised with the outbreak of war, a temporary agency seemed 
the best way of meeting urgent needs, and also of prevail- 
ing upon captains of industry to come to Washington to 
serve under generals of bureaucracy. “Give them their own 
outfit,” it was felt, “and they will come.” And while the 
Captains assembled under their own banner, the generals 
could look on with only a twinge of regret at lost opportuni- 
ties: “ Give them their own outfit,” the generals could say, 
“and they will come to us—to find their way around 
government.” Furthermore, those with long memories could 
reflect that, at the end of a war, it is not disadvantageous 
for the agencies of government that have done all the 


unpopular things, from quotas for industry to rations for 
individuals, to fold their tents and vanish with their bad 
marks as well as their good. Now, however, the fiction of 
three months’ leave, which last time drew executives out of 
industry and into the War Production Board, is too obvious 
to be effective when a long effort is in prospect ; the men who 
staff the present mobilisation agencies must accept their 
posts as primary and lasting jobs. 


* 


The final power of decision rests, of course, with the 
President—and it is a power that is being used. He is the 
focal point of all policy proposals, of all the integrated advice, 
His recommendations to the nation, his executive orders, 
his requests to Congress, are the combined outcome of the 
thinking of his subordinates as well as his own, But in the 
end, it is the President as Chief Executive, Commander-in- 
Chief, and head of the Democratic Party, who decides. It is 
he who must choose when policies prepared in the National 
Security Council are diverse or contradictory. 


In the Council, political and diplomatic considerations 
are presented by the Secretary of State. Tall, lithe, with 
photogenic hands and a lawyer’s manner of presenting a 
convincing brief, Mr Acheson has steadily been able to 
make his voice carry above Senator McCarthy’s hisses. He 
comes to the Council backed by the advice of a policy plan- 
ning staff headed by Mr Paul Nitze ; this advice has included 
the ideas of Mr George Kennan, until he resigned in the 
unfounded hope of taking a year’s leave, and been 
complemented by those of Mr Charles Bohlen. 


Much more unified military advice than has ever before 
been available to a President can now be brought to the 
Council by the Secretary of Defence, responsible for all three 
services. Mr Louis Johnson, bald and affable, with experi- 
ence both in business and the American Legion, was fund- 
raiser extraordinary in the Democratic campaign of 1948, and 
fund-cutter extraordinary in the defence economy campaign 
of 1949 ; in mid-1950 he is a more amenable man. It may 
be that thanks for the quick military reaction to the Korean 
outbreak are owing to the men actively in charge of the 
various services, rather than to Mr Johnson. But it is 
certain that under Mr Johnson a great deal of unification has 
been accomplished. 


Some of it may be credited to Admiral Forrest Sherman, 
who succeeded Admiral Denfeld on the Joint Chiefs of Staff 
last year and who, with General Loren Norstad of the Air 


‘*‘AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Force, was one of the original architects of unification ; his 
capacity to take and express an overall view was proved at his 
first meeting with the Jo‘nt Chiefs. In the Navy-Air Force 
squabble that preceded Admiral Sherman’s appointment, it 
was not General Vandenberg, who looks like a military 
tailor’s ideal, but Mr Stuart Symington, then the Air Force’s 
Civilian Secretary, who performed the more spectacular dive- 
bombing feats. General Collins, who made his name as a 
combat officer, is still identifiable as an Army man. The main 
burden of military briefing of the President, the Cabinet, and 
the Congress is borne by the Joint Chiefs’ chairman, General 
Bradley, whose home-spun integrity gives him the standing of 
a man as well as a strategist, and spreads his influence outside 
military circles ; when he testifies before congressional com- 
mittees the impression grows that a citizen as well as a 


strategist is talking. 
* 


The unified military advice given to Mr Johnson by the 
Joint Chiefs is now to be paralleled by unified geo-political 
advice given him by the Joint Secretaries, the newly formed 
organisation of the civilian heads of the. three services. 
While the Secretary of the Navy, Mr Matthews, has not had 
previous Washington experience, Mr Pace, the Secretary of 
the Army, was Director of the Budget before he came to 
the military establishment ; Mr Finletter, the Secretary of 
the Air Force, has a background of service as wartime special 
assistant to the Secretary of State, as head of the Economic 
Co-operation Administration’s London mission, and as chair- 
man of one of the independent committees that has declared 
a seventy-group Air Force to be essential. Both of these 
men have good reason to be aware of the inter-relationships 
between military and civilian programmes and of the import- 
ance of giving consideration to the views of non-military 
agencies in defence planning. With their new assistant, Mr 
Edward T. Dickinson, Jun., just transferred from ECA, as an 
emissary to other agencies and foreign governments, the 
Joint Secretaries expect potential differences to be handled 
informally without reaching the stage of interdepartmental 
clash. The preparation of the $10.4 billion request for new 
defence funds, submitted to Congress following the Presi- 
dent’s message, gave this new organisation an exceptional 
opportunity of demonstrating its “ jointness,” both in relating 
the total sum to the whole economy, and in allocating the 
individual sums among the respective services. 


Mr Symington, having disappeared from the Defence 
Establishment, reappears as Chairman of the National Security 
Resources Board wearing 2 strictly civilian hat, though his 
air force background has accompanied him in his public 
relations man, Mr Leo, and his vice chairman, Mr Robert J. 
Smith of Texas, wartime airman and prewar airlines 
executive. No lover of half measures, the red-haired Mr 
Symington has made up for the long period of headlessness 
which the Board underwent before his appointment. Even 
before the Korean crisis, the new chairman was emphasising 
the necessity of planning for the long, as well as the short, 
term ; now he is taking his cue from Mr Baruch and insisting 
that his Board’s responsibility for wartime economic planning 
means that it, and not the government departments, must 
also be responsible for the administration of the new controls, 
in principle if not in detail. 

Among these varied and spirited personalities, the Presi- 
dent’s new special assistant, Mr Harriman, will have full 
opportunity to exercise his powers as negotiator and concilia- 
tor. Mr Harriman is at his best in a small organisation ; his 
habit of quiet and ubiquitous consultations in advance will 
leave its anonymous mark on future decisions of the National 
Security Council. 
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American Notes 


Business Unusual 


The President’s mid-year economic report needed almost 
complete rewriting after the Korean outbreak, but the fina! 
verdict remained the same. The remarkable growth of the 
American economy since 1939, and even since the war, ‘ts 
remarkable recovery from last summer’s recession, had made 
it strong enough to scale new economic heights—an increase 
of § per cent in industrial output by the end of the year, 
for example. Before Korea the American standard of living 
would have benefited ; now the defence of the free world 
will. Of course, said Mr Truman, business could not 
go on as usual, but the only unusual powers he wanted 
were those contained in the Defence Production Bill, which 
would permit the allocation of scarce materials, the limita- 
tion of civilian output, curbs on credit and loans to encourage 
defence production. 


These powers would be adequate to prevent inflation. in 
Mr Truman’s opinion, provided that the armament pro- 
gramme was put on a “ pay-as-you-go” basis by increased 
taxation, and that the public made the necessary adjustments 
to the emergency voluntarily, especially by refraining {rom 
hoarding and panic buying. But when the President spoke, 
the commodity price index, rising for some months, had 
jumped 13 per cent since the Korean invasion and retail 
sales were running 46 per cent above the previous year 
(when admittedly they had been below average). This was 
a psychological inflation, before new defence orders had 
given any real excuse for price rises, and as such, it may check 
itself. 





US ECONOMIC STRENGTH 
indices indices } Mi 


| See 7 ‘4 
| 





Nevertheless Mr Truman must have begun to share the 
doubts of some of his advisers whether the limited controls 
in the Bill would provide a lid heavy enough to hold down 
the rising indices. The point has already been reached 
where the increase in the cost of living is threatening to 
bring demands for higher wages, the whip that spins the 
inflationary top. The President’s message contained an 
outspoken reminder that labour could not be excused from 
the restraints that were being asked of the rest of the com- 
munity but, as the election draws near, the temptation to 
find such an excuse will be great. 


The temptation could be removed by imposing pric 
controls and this is the gift that Republicans have been 
offering to the President. They included wage controls and 
rationing powers in the package, wrapped it in the protests 
against price increases which every Congressman was 
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receiving from his constituents, and fastened it with Mr 
Baruch’s appeal to Congress for full wartime controls even 
though the country was not yet at war. The parcel looked 
so much like what the voters wanted that even some left-wing 
Democrats forgot that those who bear gifts are to be feared. 
Not so the President, who knew that inside the wrapping 
was a Pandora’s box full of unpopularity. Wage controls 
would undoubtedly weaken labour’s enthusiasm for the 
defence effort, price controls would have the same effect on 
business. When forced upon an Administration that had 
made no preparation for them, there would inevitably be 
both inequity and inefficiency and even consumers would 
find controls much less soothing in practice than in theory. 

But a refusal to accept the Republican gift could be sold 
to the electorate as a refusal to check price increases. The 
Democrats, once they realised the dilemma, hastily found a 
less irritating filling for the box—stand-by instead of man- 
datory powers to control prices, wages and consumer goods 
—that can be taken out on short not'ce should the need 
arise, as many believe it will. These powers the President 
has agreed to accept. Indeed, he may have refrained from 
asking for them in the first place only because he wished to 
avoid the delay and controversy that they have caused in 
the past. In consequence of the Republicans’ political 
chicanery, the Defence Production Bill, which they originally 
criticised for giving the President excessive powers (Senator 
Taft still does), is likely in the end to give him powers which 
even he thinks excessive. 


* ” * 


For the Common Defence 


To enable the free nations of the world to make their 
maximum contribution to the common defence in the 
shortest possible time, President Truman has asked Con- 
gress to appropriate an additional $4 billion for military 
assistance to foreign nations. The Atlantic Treaty countries 
will get $3.5 billion, nearly $200 million goes to Greece, 
Turkey and Iran and the rest to South-east Asia and the 
Philippines. The request is part not only of the Mutual 
Defence Assistance Programme, for which $1.2 billion has 
already been authorised for the current fiscal year, but also 
of the new American defence programme. Appropriations 
for all three are apparently to be included in one Bill. The 
provision of funds is urgent, since the bulk of the money 
is to be used for procuring military equipment that takes 
many months to produce. 

The President emphasised that American aid will supple- 
ment, not take the place of, the efforts that the Atlantic 
Treaty countries are making, out of their own resources, to 
increase both their armed forces and their production of 
defence equipment. This is an assurance that Congress will 
hardly be willing to take on trust, especially when the 
United States is already devoting a painfully large part of 
its own resources to the common defence. The dispatch 
of foreign troops to Korea is one form of concrete evidence 
that other nations are thinking of the common security as 
well as their own. Another would be satisfactory answers to 
the American request for details of possible military con- 
tributions to the collective cause. 


The main purpose of the $4 billion is to enable advan- 
tage to be taken of foreign manpower and productive capacity 
by supplying equipment and materials so that these resources 
can be used to the full. The necessary defence articles are 
to be obtained wherever they can be produced most quickly, 
cheaply and efficiently—and that will not always be in the 
United States. This is a new departure, although authorised 
under the original MDAP legislation, and it might seem to 
be a ts for economic aid, an idea which was perhaps 
cncouraged by suggestions from officials of the Economic 
C ion Admmmistration that counterpart funds might 
be used for military purposes. But these officials, of course, 
agree with Mr Truman that increased defence production 
abroad only makes Marshall aid more necessary 
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The Senate, accepting this view, not only rejected Senator 
Kem’s perennial attempt to slash ECA appropriations to the 
bone, but also restored the much less drastic cut which its 
Appropriations Committee had made. Economic assistance 
may, however, still be pared by 10 per cent, along with 
funds for other purposes, before this appropriation Bill goes 
to the White House. But the loan of $100 million which 
the Senate has presented to Spain, undesirable as it may be 


in many ways, is an addition to, not a subtraction from, 
ECA funds. 


* 7 * 


America Goes Suburban 


The preliminary results of the census taken last April 
gave the continental United States a total population of 
150,520,198. The number of Americans has doubled in 
the last fifty years and has gone up by nearly 19 million in 
the last decade, in spite of an almost entire absence of 
immigration. The coincidence of births postponed from the 
depressed ‘thirties and borrowed from the uncertain ’fifties 
is the usual explanation for the prolific forties, but it begins 
to look as if the long-term trend was changing as well. Ten 
years ago the demographers plotted population peaks of 
around 160 million for about 1980, but even before the 
census the accuracy of their sights was more than doubtful. 
However, the present prospect of 200 million Americans 
by, if not before, the year 2000 encourages the economists 
in their conviction that there- are no foreseeable limits to 
the possibile expansion of the American economy. 

In the past ten years America has been growing from the 
centre outwards, from the centre of the country out to its 
coasts, from the centres of the cities out to their suburbs. 
It is Florida and, as was expected, the States west of the 
Rockies that show the great gains. One-fifth of the increase 
for the entire country was in California and the five States 
that have actually lost inhabitants — Arkansas, Oklahoma, 
Mississippi, Nebraska and North Dakota—are all rural and 
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(with one exception) all in the central farm belt. Country 
folk who find jobs in industry, as so many have done, feel 
at home in suburban districts. So do families with small 
children—the under-ten age group has increased far more 
than any other—especially when wages are high and cars 
are obtainable. And on the outskirts of towns land has been 
available for the new building developments that have solved 
the postwar housing problem. As a result, it is in suburban, 
not rural or urban, districts that the sensational increases 
in population have taken place. 


There are now 106 cities with more than 100,000 resi- 
dents: most of them seem disgruntled at the results of what 
it is often suggested was an inefficient census, because it 
found them smaller than had the estimates of boards of 
health and utility companies. A census which went on for 
two weeks, and longer in some places, can hardly be entirely 
accurate, but enumerators, paid seven cents a head, must 
have been anxious to collect as many scalps as possible on 
their schedules. One New York City official even surveyed 
supposedly uninhabited islands by helicopter, looking for 
heads to be counted, and in Washington, D.C., a recount 
did not bring the city much nearer to the size which a decade 
of overcrowding had led it to expect. It still has under 
800,000 residents, and New York City is still under 
8,000,000. But when the dormitories of Maryland and 
Virginia are included, the Washington area as a whole has 
1,452,000 inhabitants, §0 per cent more than in 1940. And 
while the five city boroughs of New York have grown by 
only § per cent, on near-by Long Island such commuters’ 
paradises as Nassau and Suffolk Counties jumped by 64 and 
38 per cent respectively. 


Shorter Notes 


The Dow-Jones index of commodity futures, nearly 17 
years old, has been revised ; it now contains 12 commodities 
instead of 11, as silk, in which there has been no futures 
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trading since 1941, has been replaced by cottonseed oj] 
and wool. The other commodities are wheat, maize, Oats, 
rye, cotton, coffee, sugar, cocoa, rubber and hides. There 
has also been a change in the method of calculation in order 
to counteract the distorting effect on the old index of farm 
price supports. In addition there is now a new index of 
spot prices, calculated on the same commodities as the 


futures index. 
* 


One of the most unfortunate aspects of racial discrimina- 
tion has always been that in the nation’s capital all the 
nation’s citizens do not have equal rights. A test case was 
recently brought, after a restaurant had refused to serve Negro 
customers, in an attempt to revive statutes outlawing such 
discrimination, passed nearly eighty years ago and long since 
forgotten. The judge however ruled that they had been 
repealed, by implication, by the Act of 1878 which set up a 
new system of government for the District of Columbia. 


* 


Anti-submarine sound generators and other electrical 
devices are coming to the rescue of the trout in the Great 
Lakes. They are being killed off by sea-lampreys, but it is 
hoped that the parasites can be destroyed in electric fields 
which the fish instinctively avoid. 


* 


All export licences covering shipments to the mainland 
of China have been revoked, as part of the attempt to keep 
Strategic exports from finding their way to North Korea. 
Controls have also been put on shipments of oil-producing 
and refining equipment to Latin America, in order to ensure 
that it is not re-exported to the Soviet Union. These steps 
have been taken under the Export Control Act, valid until 
July, 1951. The Act will also make it possible to limit 
exports of any commodities in which shortages may develop 
as a result of the defence programme. 
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THE WORLD OVERSEAS 





Russia’s German Base 


HE Soviet zone of Germany is the one Communist domi- 

nated country in Europe that cannot present a facade to 
the outside world or keep its citizens in complete ignorance of 
conditions in the west. Nothing can prevent a constant 
stream of refugees from escaping over the frontier. It is a 
one-way stream. Germans are usually not given an inter- 
zonal pass by the Russian authorities if they have near 
relatives in the west ; no such precautions need to be taken 
at Bonn. The western business men who find that their 
opposite numbers in the Soviet republic can be bribed for a 
pound of butter have no need of statistics to convince them 
that food is scarce in the east. A factory manager who has 
secured a valuable machine from Saxony at the price of three 
radio sets has a very adequate picture of the state of the 
consumer goods industry under President Pieck. Nor is 
there any sign that the western German workers do not 
realise that their standard of living is higher than it is in the 
Soviet republic. With diminishing exceptions, western 
Germans react to the statement, “I live in the Soviet zone,” 
with an indifferent “ Bad luck.” 


Russian Norms 


It would be wrong to maintain, however, that no progress 
has been made in the Soviet zone. Production has un- 
doubtedly increased. According to Herr Ulbricht’s statement 
at the Socialist Unity Party congress two weeks ago, overall 
industrial production has reached the target of 81 per cent 
of 1936 output, set by the two-year plan, and will be over 
one hundred per cent of 1936 by the end of the year. This 
means that the east is some six months behind the west. 
Ulbricht admitted that the vitally important steel and hard 
coal industries were still lagging behind. 


The key to the increases achieved lies in the system of 
piece rates based on the Russian “ norms” which Marshal 
Sokolovsky introduced two years ago. Only a small propor- 
tion of factories have as yet followed his instructions, and 
the figure of 85 per cent will not be reached, it is estimated, 
until the end of the five-year plan. Nevertheless, the system 
has already brought an improvement in quantity. The poor 
quality of eastern German goods is, however, a constant 
source of agitation to the Communist authormies, who. are 
under pressure to deliver first-class machinery as reparations 
to Russia. “ Quality Brigades” consisting of workmen 
pledged to high standards made their appearance in the 
factories some time ago, together with the production 
“ Brigades,” which are a common feature of Soviet economic 
policy. In future, the Soviet title of “ Hero of Labour ” will 
be awarded to model workmen. 


Shortage of Skilled Labour 


Low productivity, however, remains an outstanding 
characteristic of the Soviet zone economy. The five-year plan 
assumes that it must, and can, be raised by no less than 60 
per cent. Otherwise, even by working two or three shifts, 
the ambitious target of double the 1936 industrial output 
cannot be reached. Wages, it may be noted, will increase by 
only 16.8 per cent ; the German must produce more for less, 
and, said Ulbricht, the trades unions must undergo “a 


thorough change.” In the steel industry, despite the import- 


ance attached to it, there are works in which twice the 
number of workmen are needed to produce half the prewar 
output. This situation is largely due to the extreme scarcity 
of machines for saving labour, which is in turn due to Russian 
thoroughness in stripping plants for reparations. 

Under these circumstances, it is not surprising that there 
is a shortage of skilled labour which will greatly increase 
with the new plan. No less than 890,000 more workers 
must enter industry, building and transport by 1955. The 
Soviet zone authorities, intent on the future, are making 
greater efforts than their western counterparts to train un- 
skilled youths and women. The five-year plan calls for the 
training of over 900,000, 40 per cent of whom are to be 
women, and a large, but unspecified number, landless 
peasants. For the first time in German history, women are to 
be made to undertake heavy work in mines and foundries. 
Opposition to this move to bring the Germans down to the 
Russian level is bound to be strong. Even at the height of 
Dr Goebbels’ “ total war,” women were not employed on a 
scale in any way approaching that of Britain, not to mention 
Soviet Russia. One reason why they are now being roped in 
is that the Soviet authorities need more male labour for the 
uranium mines, which have already drairied off a considerable 
army of miners. 


The Worker’s Lot 


Miners are henceforth to be attracted by a new system of 
wages, announced at the SED Congress by Herr Ulbricht. In 
future, rewards will not only increase with performance, but 
the basic wage will be higher in those industries to which the 
plan attaches the greatest importance. All forms of mining 
and heavy engineering will lead the way. How miserably 
low the scale of wages is may be seen from the fact that the 
average miner’s wage in the Soviet zone is at present only 
1.§ eastern marks per hour. The value placed by the Berlin 
free market on the eastern mark before the recent reduction 
in prices for unrationed goods was one-sixth of the western 
D-mark. This value reflected its relative purchasing power. 
The Soviet zone workman receives wages pegged at the pre- 
war level, and rations of food and clothing—which vary 
greatly according to the value placed by the state on his 
type of work—also at low pegged prices. Though the heavy 
workers and professional men’s food rations are adequate, 
those of workers in the lower categories and of the unem- 
ployed are not. Even the heavy worker is pitiably short of 
clothing and all other consumer goods. The locomotive 
driver who was chosen to drive the train-load of “ presents ” 
to Stalin for his birthday was obliged to borrow 200 marks 
from his trade union*to buy—according to the Communist 
newspaper which published the story—a “ second and third 
shirt.” Anything to supplement the rations must be bought 
in the stores of the so-called state Handelsorganisation (HO). 
Prices in these shops have been successively reduced, partly 
as pre-election propaganda, and partly because they must 
be brought to the level of the prices of rations before ration- 
ing can be abolished. They are still exorbitant. A miner 
would still have to work five hours to earn enough to buy a 
pound of margarine. It is indeed hard to understand how 
Moscow can declare that “ the German Democratic Republic 
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points the way to liberation for the west from the regime 
of hunger and misery.” 


The development of agricultural production has appar- 
ently been a disappointment. Last year it was proclaimed 
that rationing of all foods except meat and fats would be 
abolished after this year’s harvest—that is, before the elec- 
tions on October 15th. All that Herr Ulbricht could promise 
at the SED Congress, however, was an immediate increase 
in the meat and fats ration that would see the beginning of 
a free market. The needs of the peasants are neglected in 
favour of industry. The result is an increasing number of 
deserted holdings. The conditions which many new settlers 
must face are still impossible. Shortages of everything the 
peasant needs still persist, while delivery quotas have been 
raised. This situation might theoretically improve with col- 
lective farming, but—doubt'ess because of the bad impress-on 
collectivisation would make in the west—the Communists 
are going very slow in this field, and have ordered lower 
delivery quotas for the “ medium” peasants owning 25 to 
35 acres. The Five-Year Plan calls for an increase of 25 per 
cent in yields per hectare. 


Shortage of Steel 


Some food deliveries have been received from the Soviet 
Union, and much more is expected from the latest trade 
treaties with eastern Europe. Trade exchanges with Poland 
are to be 60 per cent higher this year than last, with Czecho- 
slovakia 80 per cent higher, and with Hungary 70 per cent 
greater than was originally estimated for 1950. The obstacle 
to this development is that the Soviet zone is committed to 
provide deliveries of industrial goods that have been increased 
to the same degree. To fulfil these obligations, it needs 
Ruhr steel. Although intense efforts are being made to 
render the zone self-sufficient by 1956—Herr Ulbricht 
announced that another new works to produce 400,000 tons 
of steel a year would be erected on the Oder—products of 
the Ruhr are still required. Before the war two million tons 
of steel went from the Ruhr to eastern Germany, and the 
great expansion of heavy industry that is now planned will 
demand much more than that. Production in the machinery 
industry is to increase by 121 per cent, that of the e’ectrical 
industry by 96 per cent, and of the precision instrument and 
optical industries by 139 per cent over 1950. These figures 
make it plain that the standard of living of the Soviet 
Germans is not intended to improve very much. Everything 
has been geared to Soviet requirements. Apart from obli- 
gations under trade treaties, the People’s Republic still has 
to deliver reparations valued, at prewar rates, at 
$3.171 million ; and, despite the flourish made when twenty- 
three enterprises were recently returned to the eastern 
German economy, the great majority of key firms are still 
Soviet companies. 


Moscow’s Ambitions 


The Soviet zone, in general, does not constitute an attrac- 
tion for the western Germans. Nevertheless, Moscow con- 
Ceives it primarily as a base for the acquisition of the remain- 
ing two-thirds of Germany with its 50 million inhabitants 
and a steel capacity of more than three-quarters that of the 
Soviet Union itself. Moscow’s hopes appear senseless, unless 
they are of a long-term nature. The National Front, which 
was formed to win western Germans by an appeal to 
nationalism, is greatly handicapped by the fact that the Pieck 
Government has accepted the hated Oder-Neisse frontier. 
It has also to follow Moscow’s uncompromising dictates and 
make the western Germans not only hate the Americans, but 
swear love and boundless devotion to Stalin. As the SED 
Congress stressed, it is not enough to concentrate on Sovieti- 
sation of the east, and gain a paltry two million signatures to 
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the “peace” appeal in the west ; henceforth, Communists 
must realise that the whole raison d’etre of the People’s 
Republic is to gain the west, by fair means or foul. 


Pandit Nehru’s Foreign 
Policy 


[FROM OUR CALCUTTA CORRESPONDENT] 


Inp1A’s foreign policy has lately had to face some delicate 
situations: notably the Prime Minister’s tour in Indonesia 
and Malaya, and the decision over Korea at the Security 
Council. In handling them Pandit Nehru is uniquely fortun- 
ate. From Shyam Prasad Mookerjee of the Mahasabha. on 
the right, to Jayaprakash Narain of the Socialists, on the left, 
nobody criticises his foreign policy. Some, notably Sardar 
Patel, wou'd like a more definite alignment with the Anglo- 
American bloc ; only a few Communists want a more Russo- 
phile policy. No newspaper ever criticises the Foreign Minis- 
try even in the restrained and tender tones with which The 
Economist disposes of Mr Bevin ; the abuse which is the 
daily food of the State Department is simply inconceivable in 
India. 


This lack of opposition suits Nehru’s impulsive tempera- 
ment ; he has neither to define his terms nor to contro! his 
extemporisations. Nobody minds his proclaiming neutrality 
as the key to his policy because everybody knows that what 
he really means is independence. There can be no neutrality 
for India. In most of its states the Communist party has 
been banned, and Communist terrorism in Hyderabad and 
Madras is being met with the full force of army and police. 
Itself a free democracy, India’s sympathies must, in any 
conflict between freedom and totalitarianism, necessarily be 
on the side of freedom. But India has obtained contro] of its 
foreign policy too recently to be willing to surrender any inch 
of its right to decide for itself when freedom is threatened. 
And India does not always arrive at the same conclusions as 
the west. The possibility of a direct Russian attack is com- 
pletely discounted, and Nehru is confident that he can deal 
with his Communists, whether Russia supports them or n: 
therefore, to his mind, a departure from the shelter of the 


— bloc would only make Russia a more dangerous neigh- 
ur. 


Views on Imperialism 


Moreover, viewed from Delhi, the fervour of the west’s 
belief in freedom and democracy is less evident than it 
appears in London. For Indians freedom means the end of 
colonial imperialism, democracy means votes for negroes, 00. 
Britain proved its bona fides in 1947 ; therefore the Indian 
press has shown full understanding in the Malayan imbroglio : 
the lapse over the Seretse Khama farce has not been played 
up ; even in East Africa, where Indian interests are directly 
involved, Indian public opinion has been patient with 
Britain’s difficulties. But the other western countries find no 
such understanding ; French clinging to power in Indo-China 
is seen as a threat to Asia’s freedom. That Dr Hatta is now 
so weak that he has perpetually to perform a tight-rope act 
over chaos is blamed on Dutch failure to accept Indonesian 
independence early enough. Even Italy’s intrigues to recover 
its colonies are quoted as evidence that the imperialist leopard 
has not changed his spots. Indian faith in the American way 
of life cannot be complete until that way is open to the negro; 
every fissure in the Mason-Dixon line strengthens the cause 
of democracy. Sometimes, also, India suspects America of 
being less interested in the cold war against Russia than in 
the dollar curtain against sterling ; and India is vitally in- 
terested in sterling—the currency of its foreign balances and 
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of most of its foreign trade. And India, occasionally, has a 
horrid suspicion that the gift of Filipino independence was a 
Trojan horse whose true contents are the privileges given to 
American business and the American armea forces. 


India finds an outlook truly similar to its own only in the 
Commonwealth ; and the Commonwealth in India still means 
Britain. Canada is too remote, South Africa stands for all 
that India holds evil ; only with Australia is it gradually build- 
ing up a new and ‘independent relation. Commonwealth 
methods suit India very well; India likes the informality, 
the round table atmosphere, the feeling of being an equal 
among equals. It realises that the Commonwealth as a body, 
however loosely connected, carries more weight in the world 
than any one of its members. Membership has indeed ceased 
to be a political issue: even the Socialists have nearly dropped 
it. Moreover, for Britain itself, Indians still have a quite 
unique feeling. The habit of blaming it-for all India’s ills 
is dying with astonishing speed, although many speakers may 
sull give it the parting salute of a cliché or two. To the 
educated Indian, the Briton is not a “foreigner” like the 
American or the Russian, and the effect of this on foreign 
policy is strengthened by the fact that India and England get 
their foreign news from the same sources. The press of both 
countries uses Reuter’s, which now has Mahatma Gandhi’s 
son on its board, and the Statesman and the Times of India 
—iwo of India’s biggest papers—use the foreign service of 
The Times and the Manchester Guardian respectively. This 
climate of opinion suits Nehru’s own ideas exactly. Economi- 
cally, he may be at one end of the Liberal tradition and 
Churchill at the other ; but, on the great issues, the distance 


between them is no greater than the length of their old 
school tie. 


Champion of Backward Peoples 


It is the Commonwealth bond also which lies behind 
Nehru’s insistence that the problem of Asian defence is not 
military, but economic. Russia cannot attack India without 
starting a world war, and no Indian believes that a world war 
would start with an attack through the Kyber. Admittedly 
Nehru is the major heir to the white man’s burden of keeping 
the peace in the Indian Ocean. But, with the liabilities he has 
also inherited the assets ; every stable state in the area, with 
the doubtful exception of Indonesia is a fellow member of 
the Commonwealth. Naturally Indian opinion looks scepti- 
cally on proposals for a Pacific pact ; India’s non-Common- 
wealth neighbours, with their more than Balkan instability 
and their somewhat Chiang-like democracy, can contribute 
nothing to India’s safety. Delhi will do nothing to impair 
such stability as its neighbours may have ; rebels, from the 
Karens to Ho Chi-minh, get no support and the loan to 
Burma went through Parliament unopposed. Only in Indo- 
nesia, with whom Indian relations are very close, does Indian 
opinion see a real ally. India considers that one of its main 
contributions to the democratic cause is the moral authority 
it has gained amongst backward peoples as the champion of 
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their freedom and equality ; this good will is too valuable an 
asset to be written off for some such temporary advantage in 
the cold war as the recognition of Bao Dai. 


Channels for American Aid 


Nobody knows better than Nehru that the new national 
governments of Asia have to give their people the three musts 
—food, clothing, housing—if freedom is to survive. India has 
always been poor, but now it has a new revolutionary con- 
sciousness of its poverty. Alas, any quick change needs capital; 
and, as the Indian proverb says: “ Father will not work, and 
Mother will not let us beg!” A democracy cannot create 
saving by terror as the Communists do; and Indians are 
nervous of the Americans. They have not yet acquired the 
European equanimity about strings and senators, and they find 
it tiresome to keep on having to explain that Marwari specula- 
tors are not just brown Mr Hoffmans. But, whether for loans 
or gifts—and loans would do—the United States is the oniy 
available source of aid today. The sterling releases have 
been of vital importance, and the few millions which have 
been invested from outside since the war have come from 
Britain ; but Britain can do no more, as India understands. 
So it looks around for a buffer through which it can dea! 
with the Americans—even bearing gifts—as an equal. Once 
it thought of Uno, but realisation has dawned that, however 
useful Uno may be for the assertion of human rights, it has 
little or no money. Now hope is therefore focused on the 
Spender plan. The Commonwealth would be the ideal buffer, 
and face would be saved in benefiting from a Commonwealth 
plan. For India, after all, is a senior partner. 


Economic Development in 


Ceylon 


[FROM A CORRESPONDENT RECENTLY IN COLOMBO] 


CEYLON is divided by a mountain backbone into two well- 
defined regions known as the wet and dry zones. The wet 
zone in the west gets the full force of the south-west monsoons 
which the mountains deny to the further side: the north- 
east monsoon, however, gives to that region a rainfall of 65 
inches which, because most of it is received in the late 
autumn, is insufficient without storage for agriculture. The 
dry zone covers most of the island. The greater part of it, 
in remote times highly cultivated as is evidenced by the 
ruins of towns, villages, reservoirs and canal systems, is now 
smothered with dense forest. 


The geography of the island—Ceylon is roughly half the 
area of Britain—determines its economic life. In the centre 
of the wet zone are the tea, rubber and coconut plantations 
which provide the bulk of its exports. The dry zone, which 
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in past ages grew all the food required in Ceylon, now barely 
provides one third: the rest has to be imported and paid for 
by the proceeds from the wet zone. No coal, oil or minerals 
of any consequence are found in the country. The lack of 
these essentials has militated against industrial development 
and, apart from the plantations, there is no industry organised 
on modern lines. The result is that the economy of the 
island is unbalanced, not to say precarious, depending as it 
does on the price of rubber, tea and coconut products in the 
world markets. 


The obvious remedy is to recover from the forest in the 
dry zone the two million acres estimated to be available and 
restore them to agriculture. Till recently virulent malaria 
deterred pioneer efforts ; today DDT has met the menace 
and made life in the forest possible. 


No Communal Troubles 


The population of the island now exceeds seven million 
people of whom four and a half million are Sinhalese 
Buddhists. Unlike India there is no communal trouble: 
Buddhism is tolerant ; Muslims, Christians and Hindus live 
peacably with the dominant element. Nearly twenty years 
ago the Ceylonese were given a popular constitution based 
on universal suffrage, from which they derived valuable 
experience in self government. In 1946 this system gave 
place to responsible government with foreign relations and 


defence reserved, and two years ago the country acquired 
full Dominion status ; the reservations disappeared. Universal 
suffrage is the basis of the new constitution ; and the legisla- 
ture is bi-cameral. 


The country has put into power a strong Union party 
government composed mainly of Sinhalese. The prime 
minister, Mr Senanayake, is an elder statesman of character, 
ability and integrity. He has wisely included in his cabinet 
a minister from the Tamil Hindu party next in importance to 
the Union party. The opposition is leftist, mainly Com- 
munist. The Communists. numerically weak, are split into 
factions and the movement is not regarded as dangerous 
although it causes some anxiety. It derives its support mainly 
from the intelligentsia of the towns. 


Mr Senanayake and his colleagues place economic develop- 
ment in the forefront of their policy. The future of their 
country, perhaps indeed its independence, depends largely on 
whether it can make itself self-supporting in food ; this can 
only be done by recovering from the forest the vast areas 
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of land it denies to the plough, and the Government is deter- 
mined to bring this about. 


A six-year plan for clearing the forest has been elaborated. 
Put into force two years ago it only aims at getting ready for 
agriculture 131,137 acres out of the two millions involved 
by 1953. About 34,000 acres have so far been cleared. A 
dam is also being constructed by an American firm on the 
Gal Oya river in the southern area of the dry zone to irrigate 
150,000 acres. It is to cost several millions sterling. The 
scheme includes a hydro-electric installation. 


Electrification Plans 


The six-year plan covers projects for the development of 
industry. This part of it, because of the absence of coal, 
depends for its implementation on the production of 
electricity on a large scale. The idea is to set up a grid over 
the whole island, so as to electrify every village and town. 
The first stage of a big scheme known as the Laxapana project 
is nearing completion ; it is hoped that 20,000 kW will be 
brought to Colombo before the end of the year. In its further 
stages in the next four or five years, the output of Laxapana 
may reach 100,000 kW ; this, with a contribution from Gal 
Oya, should meet the requirements of industry for a con- 
siderable period. There are many other schemes, recently 
surveyed by American engineers, which could be developed 
when more power is wanted. It is estimated that tea and 
rubber estates would take 70,000 kW if current could be 
delivered as cheaply as is produced by oil-driven privately 
owned plants. The industrial target is of moderate dimen- 
sions. It is hoped to produce 7,500 tons of steel by 1952 
and 3,000 tons of paper about the same time, also cement and 
plywood, the plywood to be used for tea-chests. Little cotton 
is grown at present ; as land becomes available it is planned 
to produce enough in five years to make possible the manu- 
facture of much of the clothing wanted in the country. 


The success of the economic policy of the Ceylonese 
Government naturally depends to a great extent on its 
financial position. Fortunately, the war has left no deep 
scars on the economic life of the country. British war finance 
did indeed bring on inflation but against this Ceylon has to 
its credit large sterling balances in London. Assets are 
officially estimated to exceed liabilities by £2.500.000. Public 
debt equals roughly a year’s revenue (about £39 million). 
Unlike India and Pakistan, the charges for defence in Ceylon 
are less than 2 per cent of the revenue. Social service, educa- 
tion, public health, food subsidies and so on, absorb about 
£17 million of the revenue: expenditure from loans is 
estimated at {10 million, of which £ 5,000,000 go to economic 
development and about the same to social and public utility 
services. The average income is computed to be about £20 
per head, the highest in Asia next to that of Japan. 


Problem of Food Supplies 


These statistics suggest that from the point of view of 
public finance the prospects for the economic development 
of the island are distinctly favourable, provided only that 
the plantation industries, which contribute 90 per cent of 
the state income, continue to flourish. For that there is no 
guarantee. To make the position secure the first essential is 
to ensure that the country is self-supporting in food. 


The problem is urgent. Left to itself it is doubtful 
whether Ceylon could overcome the jungle in a generation. 
Some help from the outside world is therefore essential. 
Ceylon is one of the most important strategic centres of the 
Commonwealth, and it is obviously in Commonwealth 
interests that everything possible should be done to ensure 
its economic security. Not the least advantage of a pros- 
perous Ceylon would be as an outpost against the spread of 
Communism in South-East Asia. It would be a proper object 


for the type of aid mooted at the recent Commonwealth 
conference at Sydney. 
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It took 
157 years 





It was a natural sequence of events that a 
progressive company whose interests from its 
earliest days included coal mining, should have 
been among the first to realise the importance of 
coal distillation. The firm of Newton Chambers 
was nearly a hundred years old when its 
scientists recognised the germicidal properties of 
certain coal oils and introduced Izal Germicide, 
later to be followed by many other important 
products in the Izal range. Today, Izal products 
span the globe, backed by industrial experience 


acquired over 157 years. 


Newton Chambers 
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THE BUSINESS WORLD 





The Consumer’s Interest 


«YF we do create these big public monopolies, it is 
right and proper that the consumer should be given 
new safeguards.” The Member of Parliament who made 
this plea in the recent Commons debate on the affairs of 
the nationalised electricity supply industry was a Labour 
Member, not an opponent but a partisan of public 
ownership. The more critical of the partisans have 
begun, in the light of experience, to discard the assump- 
tion that public ownership means public service 
immediately and at all points. Some such assumption 
does appear to have underlain the nationalising Acts of 
the last Parliament, with their glib injunctions to the 
new authorities to pursue policies designed to serve 
“the public interest in all respects.” No policy can 
pursue the public interest in all respects at once ; at best 
it can strike the happiest balance between conflicting 
considerations. There has become apparent in the minds 
of critics, including socialist critics, a realisation that the 
consumer’s interest may need more specific protection. 
The nationalising Acts of 1947-49 did, it is true, make 
various gestures of recognition to the user’s point of view. 
But the bodies they set up in token of such recognition 
have tended to be, for the most part, either amateur 
bodies uncertain of their standing, or mere appendages 
pliable in the hands of authority. At least one con- 
sumers’ council has openly fallen into the sophistry of 
speaking of the consumer’s “ best interests,” which 
means not what the consumer wants, but what is thought 
by his betters to be good for him ; and, indeed, there is 
plenty of evidence that this subtle and elusive conception 
is tending to prevail. That public boards, and even 
Ministers, should override particular interests in favour 
of the public good is entirely proper. But it is equally 
proper that before and after they make their overriding 
decisions the particular interests concerned should be 
enabled to voice their points of view effectively. This, 
if anything, is what the idea of consumer representation 
means. It implies that the consumers’ councils and 
similar bodies are not the consumer’s mentor but his 
mouthpiece and his watchdog. But what has happened 
since the nationalised boards were set up has been— 
whether from weaknesses and vagueness in the Acts, or 
from the nature of the administrative steps taken to 
implement them—entirely different. ' 


* 


The two Coal Consumers’ Councils, industrial and 
domestic, have brought resentment upon themselves less 
by their actions or their failures to act than by the studied 
manner in which they have appeared to range them- 
selves, in their rare public utterances, with the National 
Coal Board and the Ministry of Fuel and Power in a 
close circle from which the general public is firmly 
excluded. It is hard to know how far this attitude 
characterises the councils’ private dealings with 
authority ; but certainly it is the apparent attitude, and 
it is certainly ill-judged. These two bodies were 


established under the Coal Industry Nationalisation 
Act ; their members were to be appointed by the Minister 
after he had consulted representative bodies, and they 
were to be appointed “to represent” consumers of 
coal. They were charged with the duties of considering 
“ any matter . . . which is the subject of a representation 
made to them by consumers,” or which in their view 
needed consideration, and where action seemed requisite 
they were to notify their conclusions to the Minister. 
They were also to consider and report on matters that 
the Minister might refer to them. The Minister might: 
give directions to the Coal Board after hearing what the 
councils had to say. 


These were not remarkably strong provisions. Ali 
the same, the Act does suggest what the councils were 
intended to do, and from their own reports it would be 
hard to conclude that their practice has realised the 
intention. In its third annual report last month the 
Industrial Coal Consumers’ Council did, it is true, 
“think it fair to comment that too much dirt is stiil 
being raised and that this adds to the consumers’ fuel 
costs.” It “regretted” that the drive for more output 
had not gone better ; it had “ welcomed ” the improve- 
ment last autumn and had since been “ disappointed that 
the rate of increase has not been maintained.” It “ fears ” 
that it may be some years before output is really adequate, 
and in the light of this fact shows some impatience with 
carping consumers who will not accept the inevitable: 


Consumers take the view that it should be the aim of 
the National Coal Board to produce coal in the quantities 
and grades required to enable industry to secure the best 
results. It seems to us reasonable to suggest, however, 
that as the scarcity of special qualities is likely to continue 
for some time, all consumers should endeavour, in their 
own interest, to adjust their operations so as to introduce 
a greater flexibility in the demands for particular grades. 


This is, indeed, “reasonable to suggest,” but the 
National Coal Board and the Ministry are quite able to 
make such suggestions for themselves. Individual firms 
have to weigh such factors against other relevant factors 
and make their own decisions as to what is best for their 
Own interests. But where can the idea have originated 
that it is the task of the consumers’ council to indoctrinate 
consumers on such subjects ? 


The council was intended to listen to representations 
from consumers and suggest action to the Minister, but 
it seems to have neatly reversed the procedure. This is 
not to say that the council is a useless body. Some of its 
talks with the Board and the Ministry on pricing systems, 
calorific values, fuel efficiency, and other technical 
matters have — been valuable. But in the 
council’s life of three years it has never received any 


serious volume of representations from consumers. Why 
is this? Is it, as the report suggests, “ because con- 
sumers recognised that in present circumstances the 
National Coal Board cannot do all that they would like 
to do to meet consumers’ wishes” ? Or is it because 
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of a feeling that representations would be a waste of 
time ? 

The domestic coal consumers’ council goes further 
and reproves some of those optimists (only about thirty 
in number) who in the past year have turned to it with 
their complaints. This council regards itself as a “ long 
stop” to deal with major differences after the normal 
procedure has been exhausted. No doubt it is, in fact, 
neither equipped nor organised to handle multitudes of 
individual complaints. But in a seller’s market and a 
rationed economy it is not a complete answer to tell the 
complainant “to seek redress from his merchant ” ; the 
council would, therefore, have been well advised ta place 
less reliance on this argument, and to have avoided the 
appearance of treating complaints as merely tiresome. 
If the official system (for however good reasons) does not 
work, then authority can act as its own apologist, and 
the consumer’s representative ought to be the last person 
to come to the rescue. What seems to have happened, 
however, is that the councils allowed themselves to be 
over-impressed at the start with the idea of harmony at 
the top, and that they have allowed “ fairness” to the 
authorities to become an overriding preoccupation. The 
domestic council now declares itself ““ most anxious ” to 
avoid creating “the impression that the Council, or the 
merchants, or the National Coal Board, can provide a 
remedy for the inferior quality of some of the coal that 
has to be supplied.” The industrial council has always 
taken the view that it “ could best serve the interests of 
consumers not by captious criticism of the National Coal 
Board, but by collaborating as knowledgeable con- 
sumers.” Before these attitudes become enshrined in the 
constitution it ought to be asked whether there is not a 
useful purpose to be served by captious critics. The 
merits of local representation might also be considered. 
The Act permitted regional coal consumers’ councils to 
be set up, but the two national councils have opposed 
any such step. 


* 


Perhaps the coal consumers’ councils are a lost cause. 
If so, they should be a warning for the consumers of iron 
and steel, to whom under the Iron and Steel Act, if and 
when it comes to be implemented, not dissimilar repre- 
sentation is assigned. The fron and Steel Consumers’ 
Council will similarly be appointed by the Minister after 
consultation (some of his consultations may be with 
“ organisations representing workers,’ though the Act 
does not say which groups of workers are meant). They 
are to consider “ matters relating to the interests of con- 
sumers”” and notify their conclusions to the Iron and 
Steel Corporation ; they can make representations to the 
Minister of Supply. The Corporation will pay their 
allowances and the salaries of their staff, and will provide 
them with “ such office accommodation as appears to the 
Corporation to be requisite . . . or as may be directed 
by the Minister.” These arrangements do not promise 
any great degree of independence. 

_ tis true that the Iron and Steel Consumers’ Council 
is empowered to appoint its own officers, while (by con- 
trast) the “clerks, officers and staff” of the coal 
consumers’ councils are supplied by the Minister. But 
the experience of another group of bodies that is in some 
ways similar, the Consultative Councils set up under the 
Electricity Act, has shown that this concession can mean 
less in practice than might appear. The Electricity Act 
provided for a consultative council in each of the four- 
teen supply areas—one, that is, attached to each Area 
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Electricity Board. The members of these councils were 
to be representative of local authorities and of industry, 
agriculture, and other consumers’ interests. They were 
to consider representations from consumers or would-be 
consumers in their area, or other matters affecting the 
distribution of electricity, including tariffs, and report 
their conclusions to the Area Board. They were also to 
report on matters referred to them by the Board. They 
have a right to be informed of the area board’s “ general 
plans and arrangements.” After due consultation with 
the area board and the central authority, they can 
address representations to the Minister. The chairman 
of a consultative council is ex officio a member of the 
area board and in this latter capacity is paid a salary. 


The appearance of strength in these arrangements is 
proving to be deceptive ; and if in fact the electricity 
consultative councils have not shown the obsequiousness 
of some other bodies, the cause seems to lie in their 
regional character—which puts the members in direct 
touch with responsible local feeling—trather than in any 
of the other safeguards in the Act. This may dispose 
them towards independence ; but the independence is 
proving hard to maintain, and in at least one area a 
serious struggle is going on. It is illuminating to see how 
the provisions of the Act work out in practice. The 
chairman’s status as an ex-officio member of the area 
board may have been designed to give the consultative 
council a direct voice in the board’s deliberations, but 
in practice it has the converse effect: it gives to the area 
board, the electricity supply authority, the dominant 
voice in the meetings of the consultative council. The 
council is empowered under the Act to appoint its own 
officers subject only to “ the approval of the Minister as 
to numbers.” But in practice, in each area, an official 
of the area board was seconded for service with the 
consultative council. Thus not only the chairman’s 
salary but the secretary’s future career and prospects of 
promotion are bound up not with the consultative 
council but with the supply authority, and at least one 
secretary of a council has been sharply reminded of the 
implications of this fact for him. The members other 
than the chairman are voluntary and unpaid, giving to 
the work such time as they can spare ; their offices are 
usually in the area board’s offices, and their collective 
identity is inextricably confused in the public eye with 
the identity of the supply authority itself. 


Suggestions to reform these arrangements were made 
in the Commons debate on electricity supply last week 
by Mrs Barbara Castle, the Labour member whose view 
was quoted at the opening of this article. Mrs Castle 
suggested that the press should be admitted to meetings 
of the consultative councils, that their finance and accom- 
modation should come from the Minister’s vote and not 
from the authority whose affairs they exist to overlook, 
and that their chairman should not be a board member, 
“a man of divided loyalties.” These are sensible sug- 
gestions. It is probably too early to assume that this 
particular struggle has been lost. Many members of 
consultative councils have become disillusioned, and 
some have resigned ; other resignations are likely unless 
the independence of the councils can receive unexpected 
support from London. The fault is only partly in the 
weakness of the Act; more influential is the official 
failure to understand what consumer representation is 
for. Because the purpose is misinterpreted—being 
assumed to be the provision of the public corporations 
with a free public relations machine—then independence 
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is squeezed out. But in this case it has perhaps not yet 
gone so far that it cannot be undone. ae 

Transport, alone among the nationalised industries, 1s 
provided with a machine of independent supervision 
possessing indefeasible statutory powers. The Transport 
Tribunal does not, of course, “ represent” the users of 
transport. It has, however, a decided authority in matters 
of charges, and its existence obliges the British Trans- 
port Commission and its subordinate bodies to submit 
themselves to public accountability in a searching form. 
No other of the national corporations has to undergo 
any similar test, and spokesmen of the Transport Com- 
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mission have shown some resentment, which can readily 
be understood, at having been singled out through an 
historical accident for this treatment. It is a curious 
feature of the Transport Act that, side by side with the 
independent supervision of a Tribunal, a system of con- 
sultative committees was set up on lines not unlike 
the arrangements for “advisory” consumer repre- 
sentation in the other nationalised industries. The com- 
parative performances of the two systems have provided 
the contrast from which lessons may perhaps be 
drawn for the future. Consumer representation with- 
out teeth has yet to show how it can be effective. 


Profit Inflation Again ? 


T would seem from the latest quarterly figures that 

industrial profits are again rising. The check to 
industry’s earning power that was apparent twelve 
months ago has disappeared ; rising prices since devalua- 
tion, the American boom and the comparative stability 
of wage costs per unit of industry’s expanding output 
are in combination producing a resumption of the earlier 
advance that characterised 1948. At this, no doubt, there 
will be indignant cries that social justice is being out- 
raged. It is desirable, 
however, to look more 
closely at the extent 
and nature of the in- 
crease before jumping 
to hasty conclusions 
that profits are already 
showing an unjustified 
inflation. It is the more 
necessary to do so 
because of the new 
demands for rearma- 
ment that are likely | 
before long to be Total Income 484,968 
imposed on a British 
economy already at full 


Previous 
Year 


| cit 


Gross trading profit | 432,982 
Income from investments | $1,877 
Other current income 3,628 
Non-recurring credits | 16,481 


Repairs and maintenance....... | 3,094 
Depreciation | 65,408 
Income tax (excl. profits tax) .. | 146,023 
Profits tax 47,445 


stretch. 
If the observer 1S Administration charges, etc 9,052 
Contingencies, provisions, etc.... 27,013 


content to base his | pouuné 

arguments on the total | 
income of the 917 com- 
panies whose reports 
were received last 
quarter, he will dis- 
cover an increase of § 
per cent, from {£485 
million to £510 million. In terms of trading profits (that 
is, excluding investment income and other non-trading 
items) the increase was 6 per cent, from £433 million to 
£459 million. This rise is slightly lower than the 64 per 
cent increase recorded by 559 companies in the first 
quarter of the year, and it has been produced by a 
highly representative group of industrial companies. 
But there are some oddities in the best sample of 
companies; if the trading profits of tobacco com- 
panies are left out of the reckoning (they are domi- 
nated by British-American Tobacco whose earnings arise 
overseas and whose accounts showed a large special credit 
after devaluation) together with those of plantation and 
finance companies, the residue of predominantly British 
industrial trading profits shows an increase of about 
4‘ per cent from £389 million to £407 million. This 


Directors’ emoluments . | 14,713 


Profits retained by subsidiaries. . 
Debenture interest 


Ordinary dividends ............ 
Revenue reserves ...........00. 
Brought in (parent company)... 
Carried forward (parent company) 


PROFITS, PROVISIONS, AND DEPRECIATION ; 5. 
(1000) responsive to rising 


Reports Published 
April—June, 1950 


917 Companies 
——] 939 — ————| 2855 
Latest Previous Latest | 


458,951 465,928 992,302 1,029,474 1,146,660 
83,722 


510,058 515,168 1,109,953 1,147,840 1,276,792 


10,736 | 
Minority share in profits 8,093 





does not seem an excessive participation by capital and 
management in the fruits of economic expansion and 
industrial improvement during the past year. 

The “ average financial year” in which these trading 
profits were earned ended early last January. They 
reflect, therefore, the conditions of 1949, before the 
further rises in the costs of imported raw materials 
occurred ; these seem bound to affect profit margins in 
at least some lines of production, but all past experience 
shows that profits as a 
whole are highly 
_ prices. Present indica- 
tions—a high level of 
output, increasing pro- 
ductivity, rising 
or exports, inflationary 
pressure in the United 
States, and rising 
32,949 33,029 73,618 75,518 rearmament demands 
25132518 8ee 784 Tem | at home—all _ these 

meetin factors point in the 
direction of a further 
increase in profits 
49,092 49,589 109,683 | 172858 during — Some 
| | increase in profit in- 

15,441 15,747 


Reports Published 
July, 1949—June, 1950 


2,688 Companies | 


Cos 


Year | Year | Year 


2,988 2,988 8,403 
76,113 76,839 | 132,874 


150,412 151,938 343,393 


2088 | 9.521 | comes was obviously 

9358 9371, necessary to fill the 

oui 9,142, gap of savings that 

’ 38,105 

7435 7.4! ies| anes was apparent to any 

1301813, casual reader of the 
$2,584 | 123 “Economic Survey. 
33/531 | 190,b8 059 | It seems quite possible 


105,347 


that this gap will be 
closed. Once again, 4 
profits inflation promises to provide the “ savings ” that 
individuals (including the Government) are not prepared 
to find in sufficient volume to finance new capital 
formation. 

There is, however, a new competitor for such 
“savings ”—namely, the ordinary shareholder. The 
force of dividend “limitation,” like that of the wages 
“ freeze,” has given way to “ moderation and restraint.” 
There is certainly nothing immoderate about the increase 
from £50.8 million to £51.9 million in ordinary divi- 
dends declared during the past quarter ; there was, in 
fact, an increase in the issued ordinary capital of these 
917 companies from £668 million to £703 million, and 
the average rate of ordinary dividend before deducting 
tax actually fell from 13.8 per cent to 13.5 per cent. 
But this is the first increase in ordinary dividend vavy- 
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ments of any perceptible size since the early days of 1948. 
For every ten company chairmen who criticise dividend 
limitation but explain that, limitation or no limitation, 
the dividend cannot be raised, there is perhaps one who 
is now prepared to assert the right of ordinary share- 
holders to receive some modest increase. The amounts 
involved are small and no one could claim (except 
perhaps those who lodge resolutions to be put to 
the Trades Union Congress demanding the right to 
inspect companies’ books to see where the swag is stowed 


away) that they make a pennyworth of difference to the 
risk of inflation. 


Obviously, the great. majority of industrial concerns 
will be chary about dividend increases, even though 
profits are rising and the force of voluntary limitation is 
less strong than it was. The table opposite shows where 
ithe profit goes. ‘Total income is up by £25 million. Of 
this nearly £11 million has been set aside for deprecia- 
ion, £6,000,000 to extra tax provision, {2,750,000 for 
contingencies, and £3,000,000 more added to undistri- 
buted profits. The pattern is too well known to require 
elaborate comment. The great majority of companies 
today rely upon surplus earnings to fortify their strained 
financial resources. Out of total incomes of £510 million, 
the latest group of companies have provided {£200 million 


Net WortnH, Trurt EARNINGS AND DIVIDENDS 
917 Companies REPORTING APRIL-JUNE, 1950 


j | 
Preceding Year | Latest Year 


£ Million £ Million 
lesusd GRUNGE y CRONE 4... «0's 504 scene secns 5 ine 668-0 703-1 
Keal equity or net worth (i.e. net assets after 


deducting liabilities and prior charges)...... 1,096 -4 1,180- 
Oe I oo cave esicncctcandnnsdeeenee 133-5 138-2 
Cpu soc a ccd ou a8 exenweoes 50-8 51-9 
haroings rate per cent. -— 
cao : WR 5255, 20-0 19-7 
On issued capital ...........- fo i Las _ 96-4 35-8 
Ree 12-2 11-7 
TP OR WEED ince s ck cenddees gross | 92-2 21-3 
Dividend rates per cent. -— 7 
PME iti css | 7-6 1-4 
ssued capital ; 
On issued capital ............ \ gross ..... 13-8 13-5 
aes 4-6 4:4 
COR GOED din veadsnesens toma a &-4 8-0 


* Including amounts retained by subsidiaries and after taxation. ¢ After tax. 


for taxation and £76 million for depreciation. The exact 
significance of these two items is affected by the treat- 
ment of initial allowances in company accounts—a matter 
on which professional accountants have different views 
and practices. But apart from that complication, it is 
the obvious fact that the tax collector habitually takes 
about two-fifths of total profits, and he would take much 
more if the initial allowances were curtailed or reduced. 


The analysis of profits earned by industrial groups 
shows that it is easy, in talking of “ profits,” to overlook 
the considerable differences in the performance of par- 
cular industries. It is no surprise that breweries again 
lost ground last quarter—twenty-five companies in this 
group suffered a severe fall of total income from {£16 
million to £12.4 million, and showed corresponding 
reductions in tax charges and reserve provisions. There 
was “less money about,” according to popular belief, 
but this was belied by the stability and indeed occasional 
expansion of earnings in the other consumption trades. 
The capital industries, as might be expected, continued 
to thrive, but the results of the general industries group 
were patchy: chemicals and paint reflected the lower 
profits of ICI and keener competition in paint ; electrical 
manufacturers were very busy last year but their profits 
increased only modestly ; and there are clear suggestions 
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of heightened competition in the stable income figures 
(and lower equity earnings) for the newspaper and print- 
ing and the miscellaneous manufacturing groups. 

In some branches of industry, it is less easy than it 
was to earn profits. And although industry as a whole 
may seem to be faring well enough on paper, this does 
not mean that it can satisfy its urgent capital require- 
ments and pay appreciably higher dividends. Share- 
holders may sometimes get tired of chairmen who hurl 
defiant criticism at dividend limitation and then leave 


PROFITS AND EARNINGS BY INDUSTRIES 





(4 000) 
917 Companies 
AR Sane eo vias iors ea 
Total Earned for Ord. 
Income Cay ital 
| Previous Latest Previous Latest 
Year Year Year Year 
Consumption Trades :— | 
Breweries caine seaseecinaes i 16,036 12,392 | 289] | 2,583 
Clothing and footwear ............ ' 6,655 | 6,820 1,931 | 1,521 
CORON 4.5 5 oc. s date awdtasns \ 3,366 | 3,314 | 662 | 527 
Food and confectionery........... | 23,498 | 22,975 | 4,609 4,258 
Hotels and restaurants ........... i 3,615 | 3,648 | 488 | 173 
CU MND as or'nceed sates 14,910 | 16,050 | 2,891 | 3,265 
WON 65. kn 5s 6 6 KER ONS Ee 5 29,911 | 38,081 | 5,761 5,905 
naa caSsd 0k bba besucessanee 97,991 103,280 19,233 18,232 
Capital Industries :-— i ig 
ai rid cea b ocak sewuw | $5,517 17,522 } 2,742 | 2,617 
Engineering dete Ghateanvcseidas t ee 32,947 6,020 | 6,390 
te Bi ME So ois sta veneene¥ is | 46,608 52,151 9,144 | 9,832 
EE 6s cbs a ceee ccshnananes | 4,776 | 4,466 | 822 525 
Pa ccc reusdenuevdded 94,535 107,086 18,728 19,364 
General Industries -— { | 
Chemicals and paint.............. i 49,475 {| 45,312 i 8,572 | 7,512 
Electrical manufacturing .......... | 26,563 | 29,158 | 5,849 | 6,185 
Motors, cycles and aireraft........ 21,943 | 23,936 | 6,711 5,126 
Newspapers, paper, printing....... | 95,424 | 25,154 | 5,550 | 5,223 
Miscellaneous manufacturing....... | 42,723 | 42,402 | 10,004 | 9,298 
WNCS Sasiees 2h 0 ousb ees canes 166,128 165,962 36,686 | 33,344 
Utilities and Services :— 
Comeis Bee Gee. ook vid vcewsiex { 91 | 197 | 24 | 64 
A SINE a. <a wins aca ik g ons 177 103 36 63 
ME Soa es Che saad ORCS Oe OO 646 | 656 223 222 
aii oak pant oo i | 43,337 | 42,341 4,346 | 5,222 
Tesegraph and telephone.......... 930 3,612 | 278 | 362 
EN BE TNS ok. 5 ov chee nas | 1,851 2,310 | 837 | 1,042 
Warehousing........ pineidne aban aimaid i 703 808 | 246 | 180 
WRRNPUMENE os cawtdcniabboccoscas ae { ; { ae { Ss 
nid iia ing phan lcci il aka ses 
Total... cccscccsecccccceseeees | 47,735 50,027 5,990 | 7,155 
Textiles :-— 
RN ed cece bib dees nan cewae } 18,136 22,075 | 4,042 | 4,917 
re NN NII ia er 172 | 244 | 41 | 36 
Wool. . jaseadeaseukesen coon | 5,199 | 4,698 | 904 | 197 
ie: SORA, ies nas ch ekeieb wate | 2,838 | 2,696 | 602 | 49] 
Wa is ois dks eadda ee caas 26,345 | 29,713 5,589 6,241 
Fuel :-— | i 
ern 4s eke eolaaaie 3,404 | 2,214 | 951 555 
NO elisha cae pe ide ae pditeae lDa Rae ape 18,841 21,679 6,479 7,789 
ne ales gee ae eae 22,245 23,893 7,430 8,344 
Plantations :— | | 
ING Ss ou pa diis aha na eka ace 4,712 } 4,676 | 1586 | },041 
| VENER Deiat Sereno ene Gace } 4521 | . 4,832 | 1,207 | 1,265 
Pa 6 swt iccbie sone ceen vans 9,233 9,508 2,793 | 2,306 
Finance :— i i 
Fimance and land ....2..icescesés i 11,261 11,168 2,350 | 2,810 
ER 6 S50 ss ; scene mee tan wea 9,495 9,421 2,602 | 2,259 
WO i ice'nh c dceitaseceeasaes 20,756 20,589 4,952 5,069 
TOTAL, ALL GROUPS.......... | 484,968 | 510,058 | 101,401 100,055 


their dividends unchanged. But the compelling need 
for more finance as the prices of new plant and of raw 
materials continue to rise cannot be gainsaid. If, as 


seems possible, the trend of industrial profits is again set 
for a rise, this overriding fact will still be true. There 
are some companies that could find a little more, and 
others that positively should do so ; but for the great 
majority of companies, under existing conditions, it is 
likely to be a matter once again of jam tomorrow for the 
equity shareholder. 
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Business Notes 


Poised for Advance ? 


The market’s reaction to the Korean news prompts the 
question how it might have fared if the political weather 
had been calm. This week, a steady strengthening of spirits 
and prices has taken place. Gilt-edged stocks, and particu- 
larly the “shorts,” have enjoyed steady support, providing 
an auspicious background for the issue of just over {2,000,000 
of 33 per cent Sierra Leone stock 1968-70 at 99}. For the 
market to have kept and indeed to improve its position to 
permit the resumption of trustee borrowing within six weeks 
of the start of fighting in Korea is no small achievement. 
It is not, indeed, being put to any major test, for the 
public offering in this case is limited to £1,600,000; but 
this is of less consequence than the noticeable stiffening of 
the terms compared with the Uganda issue, which was 
offered at 98 last April. On the eve of the Sierra Leone 
issue, the Uganda stock stood at 1013, thus attracting, even 
after allowing for accrued interest, favourable attention to 
the terms of the Sierra Leone issue. The investment market 
has shown its firmness in the recent successes of the 
Patons and Baldwins and Manfield debenture issues. To 
these there has been added this week a comparative rarity— 
a major placing. This consists of £1,000,000 of Tees Con- 
servancy Commissioners 3} per cent stock, redeemable in 
1990, which Messrs Pember and Boyle have acquired at 
98 ; dealings started on the basis of 99 and the price has 
since risen to 99}. 


If there have been few excitements in the industrial 
market, prices have certainly been firm. The Financial Times 
index of industrials has improved further to 111.4 compared 
with 114.8 before the Korean fighting started. There has been 
some nibbling interest in steel shares, based on the argu- 
ment that, given war or nationalisation, present prices are 
too low. No major buying of equities has yet become 
apparent on the inflationary implications of rearmament, 
here and in America; but the market gives the impression 
that it is poised to respond significantly to any increase of 
buying based on such calculations. Even in Kaffirs, there 
has been sunshine this week. It is probably safe to discount 
the stories of large scale American buying that were in circu- 
lation; in fact London seemed to be quite as active as the 
Cape—certainly in the shares of developing mines where a 


technical recovery was easier to contrive since dealers’ books 
were bare. ° 


Investors, in short, have not committed themselves about 
the major issues of peace or war, or about the repercussions 
on the British economy of a stiff dose of rearmament. But 
their behaviour in the past two weeks reflects few fears and 
suggests a certain underlying strength. 


* x * 


Integration of Freight Services 


The statement of policy on the integration of freight 
services by road and rail, issued by the British Transport 
Commission last week, contains few surprises. The con- 
siderations it lists about the prospective role of gach of the 
two forms of service are familiar, and were always presumed 
to be in mind when nationalisation was being discussed. It is 
something to have them explicitly stated, but they cannot be 
said to carry the problems of integration—which have to be 
solved in hard, practical terms—very much nearer solution. 
Integration, it is intended, will leave the trader free to choose 
thegransport service he prefers—provided that regular 
services of different kinds are running between the same 
points. But freedom of choice depends intimately on charges 
and conditions of carriage ; and these will not be framed and 
put to critical test for two years or more. 


Integration of freight services rests on the principle that 
both forms are complementary and not rival. The circum- 


stances in which each is specially suitable and efficient are set 
down—rail transport is specially suitable for trainload or 
trunk haul traffic, for example, while road transport is best 
used for local work or for more extended services up to the 
distance at which the economy in tractive effort by using rail 
for the trunk portion of the conveyance is greater than the 
economy from avoiding extra handling on and off rail, saving 
on packing, lower pilferage and shorter time. It was indeed 
such presumptions as these that gave transport nationalisa- 
tion its technical attraction—that integration might provide a 
unit of transport suitable for each type of need at the least real 
cost. Yet the first specific proposal in the statement suggests 
that theoretical functionalism has been at work too, for it js 
proposed to put all the collection and delivery services now 
operated by the railway executive under the charge of the 
road haulage executive. In other words, it is proposed to 
pursue the “ compartmentalising ” process which has hived 
off former railway services such as docks and hotels from the 
railway executive but has not resulted, as far as one can see, 
in any reduction of costs. Divided and confused responsi- 
bility are obvious risks in such a proposal ; it is fortunate that 
the proposal would take so long to bring into effect, at least 


in the larger centres, that there will be good time for reflec- 
tion, 


The concentration of long distance and wagon load traffic 
on rail and of cross country, feeder and distributing services 
on the roads will take time. One of the main problems in 
such changes is to gain the support of the operating staff for 
them. The commission seek to minimise hardships resulting 
from the innumerable and inevitable changes in existing 
arrangements ; they promise elasticity, careful regard to staff 
interests, sympathetic handling and reinstatement of staff 
that may be displaced from existing jobs. There will also be 
awkward pay problems, for some downgrading is inevitable 
and the unions will certainly not relish changes affecting pay, 
seniority and privileges. It may be doubted whether these 
knotty difficulties will be unravelled, as the commission 
hope, by the angelic forbearance of give and take. 


* * * 


Dollars for Film Production ? 


The agreement “in principle” announced this week 
between the Board of Trade and the American motion picture 
industry contains at least one highly questionable feature, 
which makes it necessary to ask what was the Government’s 
purpose in the first place in restricting the amount of dollars 
that the American film producers can take out of Britain. 
The Government has always protested that its purpose was 
solely and exclusively to limit the country’s dollar expendi- 
ture on films. But the new arrangements, if the Board ol 


Trade has described them accurately, serve a quite different 
intention. 


While the details are still to be worked out by technical 
representatives of both sides, the new arrangements are 
briefly these. The amount that can be remitted without con- 
ditions from the American film companies’ earnings in Britain 
remains unchanged at $17 million a year. From October 
Ist, however, for a period of twelve months an end will be 
made of the additional “ pool ” of dollars which the American 
companies have been dividing up among themselves—an 
amount equivalent to the net earnings of British films in 
the United States—and a new “bonus scheme” will take 
its place. The new scheme is an improvement in so far 
as—by relating the extra drawing rights of each American 
company to its efforts in marketing British films in the 
United States—it replaces a pooled bonus by a direct 
individual incentive to each company. But the American 
companies can also qualify for the new bonus in another 
way, by spending their “frozen” sterling on film produc- 


rHE ECONOMIST, August 5, 1950 


tion in Britain. In proportion as they do this the amount of 
dollars they are entitled to remit will be increased. There 
is no question here of earning or saving dollars for Britain: 
for every £1 spent on film production in Britain by an 
American company from sterling funds which .the Govern- 
ment has declared that it cannot afford to convert, an amount 
(still unspecified) of dollars will be released from the sterling 
area dollar pool. 

Thus, in effect, the Board of Trade has agreed after all to 
spend extra dollars, in return for the creation of employment 
in British film studios. It will be interesting to see how 
many dollars it considers {1 of employment in British studios 
to be worth. This is the second instance in a week in which 
the Board of Trade has twisted to an entirely different 
purpose a set of restrictions that had been introduced 
originally to meet the dollar crisis. Mr Wilson’s decision 
to relax the dollar-saving and dollar-earning criteria for new 
industrial projects, provided that the projects are located in 
areas chosen by the Board of Trade, is discussed on page 256. 
The new films agreement resembles that decision in a manner 
that can hardly be accidental. Dollars are still officially 
“scarce” for the ordinary purposes of trade and industry. 
Are they ceasing to be scarce where there is a pet government 
idea to be served ? 


* x x 


Cotton Prices and Utility 


No intermission is yet in sight of the steady upward 
pressure on the prices of utility cotton goods. The major 
increase in cloth prices which was conceded by the Board 
of Trade in March—and which reflected the rise in raw 
cotton prices in the three months or so following devalua- 
tion—has only in recent weeks begun to be reflected in higher 
permitted prices for utility garments in the shops. A further 
general increase, this time of about § per cent, in utility 
cotton cloth and household textiles was announced on 
Monday. This arises from a recommendation of the Cotton 
Utility Scheme Committee, which the Board of Trade 
decided to accept ; the announcement describes it as “an 
interim Measure to facilitate the placing of orders follow- 
ing the issue of yarn licences” in the new period that has 
just begun. It was intended, in short, to meet some of the 
trade’s immediate grievances and improve the atmosphere 
while the utility committee went on with its deliberations. 


But in the month or so that has elapsed since the increase 
was conceived, the conditions of trade have once more 
changed ; raw cotton prices, with other commodity prices, 
have risen sharply following the outbreak of the war in 
Korea. The price of American “ middling,” which was 
34.79 cents a lb. on July Ist, was 39.10 cents a lb. on 
August 1st. Thus, while converters have gained a temporary 
advantage and will be able to sell at a better profit the goods 
ihat they now have on their hands, the advantage will be 
temporary and limited; any general benefit that it was 
ntended to have for the trade has been neutralised. The 
slight fall that has taken place in cotton prices since then 
has not materially changed the position. 


* 


Thus the second major price increase in six months has 
still done no more than keep pace with the rise in the price 
of raw cotton. This fact can only underline for the cotton 
utlity committee the drawbacks arising from the rigidity of 
the scheme. The committee, which represents the trade as 
well as the Government, was appointed in April to make a 
general review of the scheme. On the trade side, the demand 
for radical changes—in fact, for demolition of large parts 
of the existing structure—was being widely voiced at the 
ume. But it may be that the worsening of international 
relations since then has put demolition out of the question, 
for the time being at least. In that case the committee’s task 
Must be to devise ways of making the scheme more flexible, 
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particularly in its price structure. The present system of 
fixed maximum prices based on rigid specifications might, 
for instance, be replaced by some kind of sliding scale which 
would move with the movements of the price of raw cotton. 
Such an arrangement would not be easy to devise. But it 
is true that the committee, by bringing about a better atmo- 
sphere, has improved the chances of getting at least a pro- 
visional solution later this year. 


* * * 


Building Societies’ Income Tax 


The Chancellor of the Exchequer has decided to give 
a greater measure of permanence to the present arrange- 
ments, which are subject to review from year to year, under 
which Building Societies pay income tax on behalf of their 
shareholders and depositors at a composite rate. In answer 
to a question in the House of Commons at the end of last 
week, he stated that the present arrangement for the payment 
of income tax by building societies at a composite rate 
is to continue beyond April, 1952, when it would other- 
wise be due for review. As a first step, Sir Stafford 
Cripps intends to authorise prolongation of the present 
arrangement up to April, 1957, subject to the necessary pro- 
vision in next year’s Finance Bill. This decision has been 
greeted with natural satisfaction by building society 
managements and investors. 

But Sir Stafford has linked this proposal with another to 
“ regularise ” the existing anomaly whereby surtax is cal- 
culated on the actual amount of interest and dividends 
received by surtax payers on their deposits and shares in 
building societies. It is his intention that liability to surtax 
will in future be assessed on “the amount actually received 
by: surtax payers from their investment plus income tax.” 
This is as far as his statement goes; it leaves unanswered 
whether the amount actually received will be grossed up at 
the composite rate of income tax paid by the building 
societies (at present §s. 2d.) or at the standard rate of 9s. 
in the £, or the “ appropriate rate” applicable to the surtax 
payer. 

These distinctions are clearly important for surtax payers 
and they may affect the societies themselves. The mounting 
total of building societies funds in recent years to the record 
level of £1,057 million at the end of 1949 owes not a little 
to the obvious attractions to surtax payers of investment in 
the societies. The concession now under fire has certainly 
added to the relative inducements for surtax payers of 
building society investment vis-d-vis say, investment through 
the Stock Exchanges. It remains to be seen whether the 
levelling down of the net yield to surtax payers will set any 
considerable volume of the vast funds of the building 
societies on the march. The societies are naturally reticent 
to express any firm opinions at this stage before the 
Chancellor’s intentions are given specific form, but the 
general view is that any large outflow of funds is unlikely. 
Some surtax payers, however, have funds invested with a 
large number of societies up to the limits they are prepared 
to receive. If big withdrawals have to be faced, the question 
of liquidity would assume more importance than many 
societies have lately been disposed to concede. The average 
ratio of liquid to total assets for the movement at the end 
of 1949 was roughly 16 per cent; a few showed a ratio 
well above the average, but others were more content with 
10 per cent or less. The impact of any new disposition 
of surtax payers’ funds would be felt most heavily where 
liquidity ratios are low. It might, if it went to extremes, also 
call in question some of the more speculative types of mort- 
gage business undertaken by certain societies in recent years. 


* * * 


Bank of England Report 


The Bank of England report for the year ended February 
28, 1950, follows ploddingly in the steps of its predecessors 
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— it is handsomely printed but totally lacking in comment, 
new information or prose worthy of the paper and the 
type in which it is presented. In its references to move- 
ments in the bank return items, there is a warning to allow 
for the increase in the Treasury’s special account (the 
counterpart fund) when comparing the latest figures with 
those in the previous report. In the comments on the floating 
debt there is mention of the running down of Treasury 
deposit receipts, but no explanation of the monetary policy 
that led to their gradual conversion into Treasury bills. A 
review of the clearing bank figures evokes the guess that the 
rise in advances may have been connected with the increase 
in prices since devaluation and with the difficulty of raising 
industrial capital by public issues. On devaluation itself the 
Bank of England is virtually silent. It was “the outstanding 
financial event of the year ”—and it produced a new sterling 
dollar rate of £1 =2.80 US dollars. That is all. The Bank’s 
report used to be first in the field with figures measuring the 
use of sterling through automatic and administrative trans- 
ferability but even this tit-bit is now snatched in 
advance by eager politicians when the figures tell a tale that 
rebounds to their credit. The figures, however, will bear 
repetition. The amount transferred within the transferable 
account area and through the special administrative facilities 
available at the Bank of England were as follows: 


1948 1949 

{ Million 
Aastha: Tee ks 5 du o'cs ons a cebu s bss 88 144 
Administrative facilities 2.5.66 siccceccecs 152 124 
240 268 


These figures exclude all transfers to and from American 
account countries. In addition, during 1949 merchanting 
transactions and payments under the coffee and rubber 
schemes amounted to another £37 million. These figures 
speak well for the performance of sterling in a particularly 
difficult and checkered year. The report includes a useful 
summary of the payments and financial agreements nego- 
tiated during the twelve months. But by comparison with 
central bank reports in countries of more modest financial 
importance than that of Britain, the report is inadequate, 
pedestrian and unworthy of the world’s oldest central bank. 


* x * 


Dilemma About Counterpart Funds 


The change in key of American assistance to Europe 
from the reconstruction motif to rearmament is under way. 
This week, while President Truman has put the impressive 
figure of $4 billion to the prospective total of American 
military aid to other countries, the United States Senate has 
been valiantly reinstating the amount which had previously 
been cut from the ECA appropriation by the House of 
Representatives. As things now stand, ECA appropriations 
seem unlikely to be substantially affected by the spectacular 
stepping up of military aid. It has, however, been stated 
from ECA quarters, both in Washington and Paris, that the 
emphasis in the use of counterpart funds should be changed 
from reconstruction to rearmament. The text of the Foreign 
Assistance Act is deemed to be elastic enough to allow such 
diversion of these funds. ECA has estimated that on June 
30th uttstanding balances in national European currencies 
accumulated as a result of the sale of Marshall Aid goods 
amounted to the equivalent of over $2,000 million of which 
some $500 million had been specifically earmarked and 
released for reconstruction projects. Of the balance of 
$1,500 million, the largest single item was the sterling 
counterpart fund maintained in the Treasury Special 
Account at the Bank of England. This balance has risen 
to the figure of £246,518,530 recorded in this week’s Bank 
return. 

The steady increase of this item, which for many weeks 
has distended the Bank return, reflects differences of views 
between the British government and ECA regarding the 
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ultimate utilisation of these funds. The Americans wouid 
like to see some more specific “tag” attached to their 
use. The British spokesmen point out that, in accordance 
with existing Exchequer practice, any surplus of funds 
in government accounts, whether they derive from the 
sale of Marshall Aid goods or from any other direction, 
are automatically used in the repayment of debt. In order 
to satisfy the American authorities that ECA counterpart 
funds were so used, the device was invented of creating a 
special form of government debt which was cancelled when 
formal ECA sanction to the use of counterpart funds for 
debt redemption was obtained. To go through the fictional 
motions of applying these funds to “ finance ” an addition to 
existing capital expenditures would be inflationary unless 
corresponding cuts were made in other parts of the capital 
programme. 


It would, of course, be easy enough to label part of the 
planned capital programme as being backed and made pos- 
sible by Marshall Aid counterpart funds. It would be a 
piece of sentimentality that would do no great harm and 
might do some good. The counterpart funds, of course, do 
not in themselves supply any new finance at all for the 
realisation of capital or rearmament projects. They are an 
accounting siding into which figures are shunted in and 
then shunted out. But to pretend that the counterpart funds 
could play a real purpose would presumably satisfy Ameri- 
can susceptibilities; need it offend the purists at the 
Treasury who had already shown their readiness to admit 
the subterfuge of creating special pieces of paper represent- 
ing national debt, which ostensibly were cancelled by the 
use of counterpart funds ? The British official attitude 
remains unaffected by the suggestion that these counterpart 
funds should now be devoted to rearmament purposes. For 
the time being the finance of rearmament in Great Britain 
remains within the bounds of approximately balanced current 
revenue and expenditure. As long as that is the situation, 
the sterling that is realised from Marshall dollars, whether 
ECA wishes it or not, must automatically be used in the 
redemption of debt, or at least in preventing borrowing 
which, but for these new sterling receipts, would have been 
necessary. And when an expanded programme is seen to 
be necessary, it will have to be financed at the expense of 
other domestic expenditures or exports if inflation is to 
be avoided. 


* * x 


Banking Trends—Real and Apparent 


At first sight the clearing banks’ statement for July 
seems to provide evidence of a startling change in the trend 
of bank advances. In the first nineteen days of July the 
apparent level of bank advances declined by no less than 
{66.8 million ; the last eight of these monthly statements 
had all shown rises in bank advances, the net increase 
between mid-October and end-June amounting to over 
£182 million. The real reversal of trend, however, is not 
as marked as these figures suggest. For one thing, the 
second £35 million call on last May’s Electricity Loan was 
made in the period covered by this statement; the BEA 
undoubtedly used the greater part of these funds to repay 
outstanding bank advances. For another, the clearing banks’ 
statement for July habitually shows an apparent “ fall” in 
bank advances as a result of the customary decrease in 
inter-branch transit items after the end of the half-year. 
Only one bank—Lloyds—lists these items separately ; the 
others include them among their advances. Lloyds’ return 
shows a fall of over {6,000,000 in “ items in ‘transit.” If 
the other clearing banks experienced a similar fall and hid 
it (as they would do) in their advances item, then this 
accounting oddity and the BEA repayments between them 
may explain away the greater part of the apparent £66.8 
million fall in advances. Nevertheless, careful analysis sug- 
gests that the curve of bank advances has flattened out and 
even turned slightly downward over the past two months. 








THE ECONOMIST, Avgust 5, 1950 


women matter... 


even when they natter 


~ 





When we are about to advertise a product that appeals 
to women, we prefer to hear what women think about it 


before we burst into print. 


We go about it in the practical way. We appoint a panel—of 
teen-agers if it’s a teen-age product ; mothers and mothers-to-be if 
it’s a baby product and so on. They start by discussing activities 
related to the product rather than the product itself, but what comes 
out of their talk is vital stuff from our point of view—likes and 
dislikes, spontaneous criticism, suggestions and ideas and 


comparisons with competitive products. 


It is intended merely to provide us with an indication of possible 
pitfalls and of issues that should be explored more thoroughly. 
Sometimes it serves only to confirm what we know already, but 
occasionally it reveals an unexpected need for deeper 
forms of market research. 
Always it gives us and our clients a better understanding of the 
people who buy the product and that in itself is an encouraging 


factor towards successful advertising. 


We have set down more about ourselves and our services 


y in a booklet entitled “ Choosing An Advertising Agency.” 


Let us send you a copy. 


F. C. PRITCHARD, WOOD 
AND PARTNERS LIMITED 
Advertising and Public Relations 


25 Savile Row, London, W.1 
Telephone: Regent 7080 
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‘What is their 
commercial 
standing ? 


/ 
/ "Tre westminster BANK | 

can, in many cases, give you an | 
immediate reply; or, if the required information is | 
not already available in the extensive and up-to-date | 
records of the Foreign Branch, it can very quickly | 
be obtained. The provision of reliable confidential | 
tnformation as to the reputation of your prospective | 
overseas Customers is partofacomprehensive service | 
which the Westminster Bank provides for those who | 
trade abroad. This service is described in a booklet 
which can be obtained without charge at any 
branch. Ask for The Foreign Business Service of the 
Westminster Bank. 


WESTMINSTER BANK LIMITED 





Not all the gold is in Kalgoorlie 


mT is 





The many opportunities open to business men in Australia 
and New Zealand are far richer than the famous “ Golden 
Mile” of Kalgoorlie, Western Australia gold mining centre. 


The Bank of Australasia offers up-to-date information on 
prevailing market conditions to business men interested 
in trade in Australia or New Zealand. Write for our booklet 
“The Answers To Your Questions” which may be 
obtained from the Bank on request. It contains not only 
information concerning the commercial world but also more 
personal details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
MANAGER; G. C. COWAN 


Head Office: 4 Threadneedle Street, London, E.C.2 


Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House) 
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Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


(Incorporated by Royal Charter in 1853) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 


Manchester Branch: 52 Mosley Street, Manchester, 2. Liverpool Branch: 
27 Derby House, Exchange Buildings, Rumford Street, Liverpool, a 
West-End (London) Branch: 28 Charles II Street, London, S.W.1. 

New York Agency: 65 Broadway, New York. 

The Bank’s branch system, under British management directed from London, serves 
INDIA - PAKISTAN - CEYLON - BURMA - SINGAPORE AND FEDERATION OF 
MALAYA - NORTH BORNEO AND SARAWAK - UNITED STATES OF INDONESIA 

INDO-CHINA - THAILAND - THE PHILIPPINE REPUBLIC 
HONGKONG - CHINA ~- JAPAN 
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From the point of view of monetary stability this check 
may have come just in time. The clearing banks’ statement 
shows that Government indebtedness to the banks (as 
indicated by bank holdings of money market assets and 
Treasury deposit receipts) increased by nearly £100 million 
vn the nineteen days covered ; holdings of Treasury deposit 
receipts, in fact, increased for the first time this year. In 
addition an increase of £18.8 million in bank cash set free 
an equivalent volume of central bank finance for the 
Government. Even allowing for the fact that some of the 
“ departments” may have been switching out of floating 
debt to take up new BEA stock, it is difficult to see what 
has caused this sudden increase in Government demands 
upon the banks. The effect of these demands has been to 
send the recorded level of “net” deposits up by nearly 
{44 million. This figure is struck after allowing for the 
decrease in inter-bank transit items but before allowing for 
the decrease in inter-branch transit items (the extent of which 
is discussed above) ; the true increase in “ net ” deposits may 
well have been £70 million or more. 


* * 2 


Flexibility in the South African Agreement 


After a lightming three weeks’ tour of the European 
continent (during which he has discussed a loan in Switzer- 
land and a trade agreement with Germany), Mr Eric 
Louw, the South African Minister for Economic Affairs, has 
been back in London this week to resume his discussions 
with the British Treasury and Board of Trade. He has now 
returned to Pretoria with an agreed (but unpublished) list of 
the commodities on South Africa’s import programme for 
1951, which will be designated as “ essential” within the 
ierms of the Havenga-Cripps agreement. 


The main feature of this agreement, it will be remembered, 
is that South Africa pays in gold for all its “ essential ” 
imports ; if these “ essential” commodities can be supplied 
in Open competition by sterling area or other soft currency 
countries then the gold in question finds its way into the 
vaults of the Bank of England (against sales of sterling or 
the required soft currency). In order to maintain “ flexi- 
bility” in this rather makeshift agreement, neither South 
Africa nor Britain has ever revealed exactly what commodities 
are included in the Union’s “essential” list. There is, 
unfortunately, a widespread suspicion abroad that this secrecy 
is in fact maintained so that South Africa can inject a little 
anglophile discrimination into what is supposed to be a 
non-discriminatory agreement. Some European countries 
also believe that the list is not published so that they them- 
selves need never know—and therefore in theory never grieve 
about—the amount of gold they are involuntarily con- 
tributing to the sterling area central pool by selling essential 
goods to South Africa. 


Despite these rumblings of discontent on the Continent 
there is no doubt that Britain itself is well satisfied with the 
working of the agreement so far. In the first six months of 
1950 South Africa is unofficially reported to have contributed 
£50 million of gold to the sterling area central pool—con- 
siderably more than was originally expected. South Africa, 
lor its part, has given voice to some discontent about the 
relatively small inflow of genuine investment capital into the 
Union this year and about Britain’s tendency to ration sup- 
plies to the Union of certain scarce British exports not paid 
for in gold ; it is possible however that the private tenor of 
Mr Louw’s complaints on this latter score has not been as 
bitter as one of his political speeches in South Africa once 
Suggested. The time has come, however, when both coun- 
tres should face the reasons for the agreement’s success. 
Britain and South Africa have had a reasonably happy honey- 
moon in the past six months because it has been almost 
immaterial to South Africa in this period whether it has 
paid out gold or whether it,has paid out sterling at the current 
Tate of exchange. If sterling should again become much less 
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desirable to South Africa than dollars, then the vaunted 
flexibility to which this unhealthy secrecy gives rise is likely 
to generate in both countries a great deal of ill feeling and 
pother. 


x * * 


Richard Crittall Judgment 


Judgment was delivered this week in the Richard 
Crittall case. The principal defendant, A. E. P. Hinds, 
former managing director of Richard Crittall & Co., 
engineers, was found guilty on twelve counts including 
inducing people to subscribe for shares in the company by 
reckless misleading statements and forecasts in the prospec- 
tus. Another former chairman of the company, J. L. 
Musgrave, was found guilty on three counts of making mis- 
leading forecasts and not guilty on three other charges of 
making misleading statements. Mr K. F. Steven, partner in a 
firm of chartered accountants which certified the profits 
figures, was found not guilty on charges of recklessly making 
misleading statements. Hinds was sentenced to three years 
imprisonment and Musgrave to a heavy fine with the 
alternative of imprisonment if not paid within three months. 


The case arose from the prospectus published by the com- 
pany in December, 1947, in connection with the issue of 
450,000 § per cent. cumulative {1 preference shares. The 
prospectus included an estimate that the company’s profits 
for the year ending December 31, 1947, would be in the 
region of {100,000 whereas an actual loss of some £600,000 
was incurred. Mr Justice Humphrey’s observations on the 
responsibility of auditors will no doubt receive very careful 
consideration by the profession and by the Companies 


Department of the Board of Trade. It deserves quotation 
in full : 


I think it calls for consideration by the authorities whether 
this system of appointing a firm as auditors is a satisfactory 
one. The law used to be different. An auditor at one time 
had to be the person signing the document and had to accept 
a personal responsibility. Now the practice is that a firm 
which may consist of nine or ten partners can act as auditors. 
It may be that this case has shown that this is not very 
satisfactory because one does not get what everybody desires 
—the personal assurance of the individual expert that a 
matter is right. 

Although Mr Steven signed the offending statement, it 
was his partner who had made tests and satisfied himself 
of its accuracy. 


* * ~ 


Plentiful but Dear Wheat 


This year’s wheat harvest in Europe should exceed the 
average and yields may be larger than in 1949, despite the 
damage caused by July’s heavy storms. Harvest estimates 
for the sixteen wheat producers of western Europe are provi- 
sionally put at 1,022 million bushels compared with 974 
million bushels last year and 995 million bushels before the 
war. Production in the United Kingdom, western Germany, 
Portugal and Belgium is well above prewar levels. France, 
however, will have a much smaller crop this year, lower even 
than its 1935-39 average. This is an unfortunate check to 
France’s resumption of the role of wheat exporter. There is 
no information about wheat crops in the Danube basin, but 
the weather has, on the whole, been favourable and a sub- 
stantial harvest is therefore expected. According to Broom- 
hall’s Corn Trade News, imports of wheat into western 
Europe during the next twelve months may not reach 
400 million bushels, the average annual import before the war. 


The American crop is still estimated at about 950 million 
bushels, against 1,140 million bushels last year, but this fall 
is cushioned by a rise in carry-over stocks at the end of the 
season from 293 to 450 million bushels, and available supplies 
in the new season will be little smaller than in 1949-50. The 
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area under wheat in Canada declined slightly from 27} 
million acres to 27 million acres, but the outturn is expected 
to reach 400 million bushels compared with 367 million 
bushels in 1949. 


These preliminary estimates suggest that the supply of 
wheat in the new season should be more than adequate to 
meet importers’ requirements, even after allowing for the 
lowering of the extraction rate in Britain (the largest im- 
porter) from 85 to 80 per cent. The chance that “inter- 
national agreement ” wheat might be sold below the maxi- 

EUROPEAN WHEAT ESTIMATES 
(Millions of Bushels) 


1935-39 1949 1959 
Country Average Final Provisional 
Crop Crop Estunate 
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mum price of $1.80 a bushel would on the face of it seem 
distinctly favourable. But during last season, the first 
covered by the agreement, sales of wheat by the United 
States fell short of the quota by 30 per cent. Importers are 
required to take up the full quota only when the price is at 
the minimum. This did not happen last season ; the United 
States Government was content to hold larger stocks in an 
effort to keep the price at the maximum, and no doubt other 
exporters followed the same policy. Wheat is only likely to 
fall to the minimum price under the agreement when 
exporters’ stocks reach burdensome proportions ; that may 
not happen for two or three years, and world politics may 
cause a revision of ideas about what is “ burdensome.” 
Despite the larger harvest in western Europe, $1.80 a bushel 
seems likely to set a standard for wheat prices during the 
coming twelve months. 


* x x 


Korea and Sugar 


The Korean fighting has quickly converted the prospec- 
tive surplus of sugar in the world market into a shortage, 
for it has prompted the American housewife to buy on a panic 
scale. American consumption of sugar last year amounted 
to 6,700,000 tons and consumption this year was expected 
by the US Department of Agriculture to run at roughly 
the same level, But the sudden increase in American con- 
sumers’ demand during the past month first made the 
Department raise the import quota by 310,000 tons, and 
later to arrange to buy 540,000 tons from the Cuban surplus. 
The department has started negotiations to buy 225,000 
tons of sugar from Puerto Rico, the Virgin Islands and 
Hawaii. Total purchases this year by the United States 
will thus amount to 7,800,000 tons, or 1,100,000 tons more 
than in 1949. 


The effect of these recent American purchases on the 
world market has been to absorb the surplus on the “ free ” 
market, put at 490,000 tons by the International Sugar 
Council only a month ago, and to. reduce reserve stocks 
in exporting countries to the barest levels, These quantities 
however, are not being consumed ; they represent a transfer 
of stocks from producers to consumers. The - i 
Government has said that the additional purchases were 





THE ECONOMIST, August 5, 1959 


being made to ensure an adequate supply for the domestic 
market ; if American retail demand does not absorb these 
additional quantities, the American Government. stands 
willing to resell the surplus to other countries at the price 
it paid. But at present other countries are eagerly trying 
to build up their stocks, and little or no sugar is available. 
Britain’s requirements to the end of the year are believed to 
be more or less fully covered. 


On any view of the prospects, the sugar market is in for 
difficulties next year. If the crisis spreads, the demand will 
be impossib!e to satisfy. If the Korean affair is localised and 
the threat of general war subsides, American buying will be 
seriously curtailed as housewives use up their hoarded stocks, 
Cuban production is expected to reach a!most record pro- 
portions ; the provisional estimate is put at 5,850,000 
tons, some 400,000 tons larger than this year. If the 
political situation were to improve, the world might well 
be faced with a. burdensome surplus of sugar. 


* x * 


More Synthetic Rubber 


The American Government’s decision last week-end to 
increase the output of synthetic rubber by a further 100,000 
tons came as no surprise to the rubber market. The spot 
price for natural rubber in London hovered around 3s. a |b. 
for the first part of the week but by Thursday it had spurted 
again to 3s. gd. The relatively wide discount on future 
dealings suggests that the market does not expect the present 
high price to continue indefinitely. American synthetic 
production has increased steadily since the beginning 
of the year: January output totalled 27,800 tons and by 
June production had reached 41,500 tons, representing an 
annual rate of almost §00,000 tons. On July 7th the Recon- 
struction Finance Corporation ordered the reopening of 
plants with a capacity of 88,000 tons a year ; this with the 
new extension of output should raise annual production of 
synthetic rubber to about 675,000 tons. This rate of output 
is not likely to be reached before the beginning of December. 
It still leaves a margin of total capacity in hand, for the 
plants owned by the American Government are capable of 
producing 875,000 tons a year. 


Meanwhile, pressure on natural rubber continues, despite 
the considerable expansion in output this year. Production 
in Malaya in the first half of the year was virtually unchanged 
at 325,800 tons, compared with the corresponding period of 
1949. But apparent production in Indonesia has increased 
strikingly, even allowing for the appearance in the current 
output figures of rubber previously produced and hoarded. 


AMERICAN CONSUMPTION OF NATURAL AND SYNTHETIC RUBBER 
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Output for the January-June period totalled 293,700 tons, 
of which 207,600 tons came from smallholders, whereas pro- 
duction in the first half of 1949 (of estates and smallholders 
together) amounted to only 190,400 tons. Stocks of rubber 
peonneiy kept off the market by smallholders must by now 

almost liquidated, though some margin of stocks is no 
doubt retained by the estates, If the present level of produc- 
tion is maintained, Indonesian oytput for the year might 
well exceed the estimate of 520,000 tons made by the Rubber 
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right FIRST time, right ON time, right EVERY time 


In fact you just can’t go wrong 
with ““ RECORDON.”’ Its extra 
clear recordings will give all your 
correspondence and reports the 
clear cut precision of spontaneous 


investment you can bring to your 
business. Write for fully descrip- 
tive literature on this very latest 
development in magnetic dictating 
units. 











dictation, faultlessly transcribed. 


if time is money to you “* Recor- 
don”’ will prove the finest 


Microphones and 
Receivers extra as .10. 


required. 


RECORDOWN'’ 






MAGNETIC DICTATING 
UNIT 


THERMIONIC PRODUCTS LTD. (Dept. E.3). 
Morris House, Jermyn St., Haymarket, S.W.1. 
Telephone : Whitehall 6422 (5 lines). 





A motorist on a minor road trying to enter a stream of vehicles 
gyrating around a busy “island” finds it difficult and even 
dangerous at times. 

Electro-matic Vehicle-Actuated signals at such intersections 
provide a right-of-way for each road according to the volume 
of traffic. No one is held up a second longer than is absolutely 
necessary for the safety of all; the cautious driver gains a sense 
of confidence, the not-so-cautious drivers are checked, and 
traffic flows smoothly at all times. 


LECTRO-MATIC 


Keep the 
traffic flowing 





SIGNALS 


AUTOMATIC TELEPHONE & ELECTRIC CO. LTD. 
Strowger House, Arundel Street, London, W.0.2. felephone: TEMple Bar 4506, 
Telegrams : Strowger, Estrand, Londen. Strowger Works, Liverpool, 7, 
A.10291-AQ23/8§ 
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Achievements of an 
Industry 


Genius for invention Is inherent in the British 
people. In a previous series of announcements 
— ‘‘ Ancestors of an Industry ’’ —1.C.l. told the 
story of Britain’s scientific pioneers from A.D.1 144. 
The present series Is designed to describe some 
recent British chemical achievements, many of 
which have been the genesis of new products 
and processes which have given fresh vigour to 
the nation’s Industry. 

Such achievements have been sometimes the 
brilliant discoveries of inspired individuals, but 
are more often the work of teams of research 
chemists co-operating on a given task and working 
to a set plan. The announcements in this series 


are proof—if proof were needed —that the 


British spirit of initiative and enterprise is still 


alive. 
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Study Group last March~a figure which then seemed dis- 
tinctly optimistic. At this stage, only tentative forecasts can 
be made of world production in 1950 ; present trends suggest 
a total in the region of 1,625,000 tons against 1,487,500 tons 
in 1949. 

The big question mark about rubber in recent months has 
now become an exclamation mark. American consumption 
in the first half of 1950 totalled 361,400 tons against 289,700 
tons for the first half of 1949. Synthetic consumption which 
declined towards the end of 1949 has increased very rapidly 
in the past three months ; the total for January to June was 
236,100 tons against 220,300 tons for the first six months of 
1949. These figures suggest that total American consump- 
tion of rubber in 1950 may exceed 1,200,000 tons, of which 
659,000 tons might be met by natural rubber. If American 
consumption were sustained at this level next year, the use of 
natural and synthetic rubber might be reversed, with natural 
rubber accounting for only 550,000 tons of the total. 


The new American rearmament programme, super- 
imposed on an already high level of industrial activity, 
demands an expansion of synthetic production in the United 
States. But it will raise problems for natural rubber at a 
later stage when the normal commercial demand for rubber 
manufactures or the military programme is curtailed. It 
may be much more difficult to scale down synthetic pro- 
duction next time when American demand for rubber begins 
to decline ; if so natural rubber will feel the effect very 
sharply, since production will be at a very high level. 


* * * 


American Inquiry for British Tankers 


‘Tenders for the construction of several large tankers are 
being invited from British shipbuilders by the Standard Oil 
Company (New Jersey) through its United Kingdom affiliate, 
the Anglo-American Oil Company. Such an inquiry has been 
expected since the company’s agreement with the British 
Government which preceded the derationing of petrol ; the 
Jersey Standard group agreed to take sterling in payment for 
the additional requirement of oil products. It was announced 
at the time that the sterling receipts thus obtained by Stan- 
dard Oil would be used for the purchase of British materials 
and equipment, and that these would include tankers. The 
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Anglo-American Oil Company already has a considerabjs 
tanker fleet operating under the British flag ; its ocean-going 
vessels are managed by the Esso Transportation Co., Lid, 
Anglo-American has not built any such vessels since the 
war. Tankers have been built in the United States, how- 
ever, for the parent company, whose fleet is managed by 
the Esso Shipping Company. 


It is understood that the new tankers to be built in Britain 
will be modifications of the more recent types built in the 
States, and will have a deadweight tonnage of 26,650 tons 
(about 17,800 tons gross). There are already several British 
tankers of 28,000 tons deadweight under construction, and 
the first of four ordered by the Shell group, the Velutina, ha; 
just entered service. The new Esso tankers, however, are 
to have a designed speed of 17 knots, compared with the 
Velutina’s normal speed of 15 knots. It is expected that the 
Esso tankers, when they come into service, will be used to 
carry crude oil from the Middle East to the new refinery at 
Fawley, which is designed to produce 5} million tons of 
petroleum products a year. The size of these tankers limits 
the number of shipyards that can tender for them, and for the 
moment there is no shortage of work of this kind. In con- 
sequence Standard’s decision to build in Britain will not 
come as a relief to those British yards that have received no 
contracts for twelve months or more. British shipbuilding 
costs are less than half those of American yards. 


* * x 


France Revalues its Gold 


Under an agreement between the Bank of France and 
the French Treasury the French gold stock is henceforth to 
be entered in the Bank’s books at the gold price derived 
from the current exchange rate of Francs 349.6 to the 
dollar ; hitherto the stock has been valued at the 1945 rate 
of Francs 119 to the dollar. The result of this simple and 
overdue accounting reform has been that the value of the 
stock on the Bank’s books has leaped by Frs. 126,000 
million to about Frs. 180,000 million—the wholly illusory 
“ profit” of Frs. 126,000 million accruing to the Treasury. 
If the Treasury used this “ profit” to meet its current 
expenditure or to increase the investment programme, it 
would of course be generating inflationary pressure just 45 
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much as if it deliberately resorted to a larger Budget deficit 
or to the printing press. Fortunately M. Petsche has turned 
his back on this expedient. In part the Treasury’s “ profit ” 
will be used to buy back Treasury bonds from the Bank ; to 
the extent that the “ profit ” is used in this way all that will 
happen is that as one item in the Bank’s list of assets (gold) 
goes up, another (Treasury bonds) will go down. In part, too, 
the “ profit” will be used to buy gold from the Bank with 
which the Treasury will repay before term certain loans 
from a group of American banks to the French Government. 
It is perhaps misleading to say that the revaluation operation 
has made this repayment of loans possible. The improve- 
ment in France’s balance of »ayments has made repayment 
desirable and the accounting change in the make-up of the 
Bank’s weekly staterfient of assets is a separate issue of no 
real significance. 


* * * 


General Electric 


Although the increase in the trading profit of the 
General Electric group from £4,996.454 to {6,021,980 in the 
year to March 31, 1950, is partly attributable to rising turn- 
over, the report also connects it with the completion of 
remunerative contracts taken in previous years. There were 
also signs of more difficult trading conditions—higher turn- 
over was accompanied by lower profit margins while new 
orders were on a somewhat reduced scale in the current year. 
In particular, production difficulties have arisen in certain 
GEC factories which have felt the scaling down of orders for 
the building industry. These circumstances raise the possi- 
bility that profits for the current year may be lower. But 
good progress is reported in the export field and substantial 
economies may well result from the completion of extensions 
to the heavy electrical and mechanical engineering works and 
re-equipment elsewhere. 

A striking improvement in the group’s liquid position has 
been secured by the issue of {8,000,000 3} per cent 
unsecured loan stock 1954-59. The group’s bank overdraft 
has been cut from £7,373,166 to £13,669, while cash has 
increased from {1,108,269 to £4,102,870. Part of this 
improvement is derived from the big surplus of group eatn- 
ings which amounted to 61.4 per cent compared with 56.7 per 
cent of the parent company’s ordinary capital in 1948-49 and 
covered the maintained ordinary dividend of 17} per cent 
ever 34 times. But the continued demand for finance is 
marked by the absorption of £539,000 (after depreciation) 
by fixed assets and a further £444,000 by trading items 
during the year. 


Shorter Notes 


German exporters to the dollar area may in future 
Ietain 20 per cent of the proceeds of their dollar sales, 
to be used to pay for business journeys or to import goods 
ior which foreign exchange would not normally be provided. 
German exporters had at one time asked for a 50 per cent 
bonus. The concession has been granted against stiff opposi- 
tion from the German banking authorities, who may well 
be justified in their fear that it will lead to a free market 
m bonus dollars. 


* 


A scheme is to be proposed for the repayment of the 
{1.000,000 44 per cent preference capital of Silver Line. The 
original proposals have been revised in the light of observa- 
uons made by the joint special committee of the British 
Insurance Association Investment Protection Committee and 
the Association of Investment Trusts. The final scheme pro- 
vides for either repayment in cash at a premium of Is. per 
£1 stock unit plus all arrears of dividend or 16s. in cash per 
£1 stock unit plus all arrears of dividend plus one Ios. 
ordinary stock unit for every £2 preference stock held. 
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used in textile production, are moulded 
in a special shock resistant grade of 
BAKELITE material, 


—in BAKELITE Material 


to be sure 


Textile Manufacturers know how to profit by the service- 
able qualities of BAKELITE Plastics—do you? Take these 
strong warp beam flanges, for example; they can be drop- 
ped on a concrete floor without being damaged. Intricate 
shapes present no difficulty, either, with mouldings. Simple 
or complex, they can be turned out to fine limits quicker 
and cheaper. BAKELITE materials can satisfy industry’s 
most exacting demands—for production components or 
finished products. Why not go into the details with the 
BAKELITE Technical Staff? 


BAKELITE PLASTICS 


TRADE MARK 


BAKELITE LIMITED - 18 GROSVENOR GARDENS - LONDON - Swit 
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COMPANY MEETINGS 


BRITISH PLASTER BOARD, LIMITED 


YEAR OF STEADY PROGRESS 
DIVIDEND MAINTAINED 
LORD BELPER ON THE OUTLOOK 


The thirty-third annual general meeting of 
The British Plaster Board, Limited, was 
held on July 27th at 20, St. James’s Square, 
London, S.W., the Rt. Hon. Lord Belper, 
P.C., D.L., J.P., the chairman, presiding. 


The secretary, Mr Robert G. Forsyth, 
read the notice convening the meeting and 
Mr J. G. Hurst, of Messrs. Bretherton, 
Hurst & Co., read the report of the auditors. 

The following is the chairman’s statement 
circulated with the report and accounts :— 


As you will have observed from the 
balance-sheet and accounts, the activities of 
your company during the year to March 31, 
1950, have yielded steady progress and, 
whilst I need to draw your attention to a 
number of matters, there is nothing of a 
particularly exceptional nature. 

Board of directors—We have recently 
invited Mr L. K. Reid to join our board 
of directors, and you will be asked to con- 
firm his appointment presently. Mr Reid, 
who is a joint managing director of D. 
Anderson & Son, Limited, has a wide know- 
ledge of the needs of the building industry 
and his presence at our meetings will be of 
considerable value. 


BALANCE SHEET 


If you will refer to the consolidated balance- 
sheet, to which this statement is attached, 
you will see that the increases in the author- 
ised and issued capital duly reflect the deci- 
sion made last year to bring the share 
capital of the company a little more into 
line with the real value of the assets. 

I advised you in my previous statement 
that steps were being taken to have a 
revaluation of the fixed assets by profes- 
sional firms, in order to have corroborative 
evidence of the values involved in terms 
of the post-war pound. Our instructions 
émphasised that the valuations were to be 

yn a conservative basis. In spite of this, 
sas totalling over 6,000,000 were 
established in respect of the fixed assets 
which appear in the consolidated balance- 
sheet at £2,171,493. In addition, there are 
the considerable net liquid assets amount- 
ing to £2,238,727, and a substantial value 
or goodwill to be taken into account, as well 
as the investments in our associated com- 

ies. So you will see that your shares 
ate well covered. 


SALE OF THREE BUSINESSES 


We have dis d of three small busi- 
nesses during year, that is to say, the 

sinesses carried on by Henry Wilkinson, 

mited,—the paper company—and by 
kaynal Manufacturing Company, Limited, 
and Dunelt Cycle Company, Limited— 
¢ycle manufacturers. 

In pre-war days the bulk of our sales of 
plaster board was of a type for which the 
rroduct of our paper factory could be used, 
put this is no longer the case, and your 
irectors thought it best to take a good 
Opportunity to sell the business. 

The Raynal Manufacturing Company, 
Limited, and Dunelt Cycle Company 
Limited, were acquired with the enlarged 
premises bought a few years ago for our 
expanding stampings business ; the vendors 
making it a condition for the sale of the 
premises that we should also acquire these 
two companies. Continuous developments in 
stampings have made it necessary to utilise 


the space occupied by these cycle companies, 
thereby necessitating the sale of the latter. 

The profit on sale of capital assets—£36,755 
—which you will have noticed in the con- 
solidated profit and loss account, includes the 
profit realised on the sale of the fixed assets 
of the companies named. 


A SOUTH AFRICAN MERGER 


At the beginning of this year, the capital 
of our associate company in South Africa 
was increased and we subscribed for £80,000 
of the new shares. Towards the end of our 
financial year, negotiations were concluded 
whereby the whole of the share capital of the 
main competitor of our associate company was 
acquired by the latter for shares and cash. 
Loans amounting to £140,000 were required 
to finance the arrangement and provide neces- 
sary working capital. £90,000 of this loan 
has been advanced by The British Plaster 
Board, Limited, as shown in the balance 
sheet. 

As the result of the merger, various build- 
ings and other fixed assets will no longer be 
required, and it is hoped that their liquida- 
tion will provide sufficient money to pay off 
the loans. There will be ample productive 
capacity to serve the needs of the whole of 
the Union of South Africa and adjacent terri- 
tories, with a margin for further expansion, 
and your directors are of the opinion that our 
associate company’s prospects in the Union 
are greatly enhanced by the arrangement. 


FRENCH INTEREST 


An agreement has been reached with 
Societe Anonyme Placoplatre, a company 
which has recently introduced the manufac- 
ture of plaster boards into France, whereby, 
in return for services to be rendered, your 
company have the option to take up a sub- 
stantial interest in the French concern. This 
company has the support of two of the most 
influential gypsum concerns in France, and 
your directors consider it would be of advan- 
tage to secure a stake in this development of 
the French gypsum industry. 


CAPITAL EXPENDITURE 


The contracts for future capital expendi- 
ture outstanding at March 31, 1950, amount- 
ing in total to £90,510, are small in compari- 
son with the much larger sums involved over 
the past few years, and are made up of a 
considerable number of minor, but necessary, 
improvements to the various units. 


PROFIT AND LOSS ACCOUNT 


The aggregate turnover for the year was 
slightly larger than for the previous year, and 
the company’s mines, nills and factories are 
running on a reasonable output basis. In the 
plaster board industry the closure of two fac- 
tories—one being our own Wallasey factory, 
as I mentioned last fuly—has left the industry 
sufficiently near to maximum capacity for 
satisfactory operation, while plans are ready 
for a substantial increase in output if 
required. 

The trading profit for the year under 
review at £1,155,456 is slightly larger than 

the previous year. This improved result 
has been achieved after writing off a larger 
sum than heretofore for depreciation ; the 
comparative figures being £285,593 for this 
year, as against £209,032 for the previous 
year. Unfortunately, yet heavier tax absorbs 
a still larger proportion of your Group’s 
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profits, the necessary provision for profit; 
tax being increased by approximately £15,009 
while provision for income tax and also for 
relief in respect of initial allowances together 
require an additional £66,000. ~ have 
coupled the relief in respect of initial allow- 
ances with ordinary income tax in my re. 
marks because, after all, it is only a defer- 
ment of the payment of the tax which 
eventually has to be met in any case, and 
thus, for a concern which is adequately 
financed, is of no assistance at all, except in 
so far as the money represented thereby can 
be invested and earn a little interest—which 
again is subject to tax in its turn. The re- 
sult of the additional demands by the 
Exchequer is to leave some £42,000 less for 
appropriation than was the case a year ago. 


DIVIDEND 16} PER CENT. 


Your directors have placed £160,000 to 
General Reserve and recommend the pay- 
ment of a final dividend of 10 per cent. which, 
with the interim dividend of 674 per cent., 
makes a total for the year of 1674 per cent. 
The latter, after making adjustment for the 
recent 50 per cent. capital increase, is there- 
fore equivalent to the dividend paid for many 
years. We are conscious that the continuance 
of this policy means, in effect, a progressive 
reduction in the real value being paid to the 
shareholders, as the purchasing power of the 
pound falls and taxation on each pound 
received by shareholders continues to be so 
high. You will understand that we feel our 
hands are tied in this because of requests 
made to industrialists by spokesmen of the 
Government, but, at the same time, I must 
point out our view that such a response 
cannot be expected indefinitely. 


EXPORTS 


Considerable attention is being paid to the 
export markets and I am pleased to be able 
to tell you that we are achieving satisfactory 
expansion, both in total value and in the 
number of countries served. 


PERSONNEL RELATIONS 


We are much indebted to all grades of 
employees for the results achieved. Personne! 
relations continue to be excellent throughout 
the Group, and I am glad to inform you 
that we have maintained a cordial associa- 
tion with the trade unions with which we 
are connected. 


THE FUTURE 


Every effort is being made by continued 
research work in all branches of the com- 
pany’s activities to improve and enlarge the 
range of the company’s products. 

For the immediate future, we are having 
to face large extra costs on raw materials 
such as paper and paper bags, and, particu- 
larly, on transport of materials into our 
factories and the finished products going out, 
as well as on other less important items. 

There are, however, encouraging signs of 
a general improvement in the industries 
served by our various units. In the building 
industry, being the most important to your 
Group, the indications of increasing freedom 
of action—recommended so strongly in the 
reports of the Building Industry Working 
Party and the Productivity Team—are parti- 
cularly welcome and, subject to avoiding 4 
disastrous timber shortage, such freeing of 
the industry should rapidly lead to more and 
cheaper houses and thus, so far as we are 
concerned, to a greater demand for the pro- 
ducts of your Group of companies. 

The report and accounts were unanimously 
adopted; the proposed dividend was 
approved; the retiring directors, 0 
Belper, Mr T. S. Durham, Mr H. Leigh 
Newton, Mr L. K. Reid and Mr J. F 
Strable, were re-elected and the remunera- 
tion of the auditors, Messrs. Bretherton, 
Hurst and Company, was fixed. 
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GOODLASS WALL AND LEAD 
INDUSTRIES, LIMITED 


STRONG LIQUID POSITION 
MR. H. S. TASKER’S STATEMENT 


The nineteenth annual general meeting of 
Gocdlass Wall and Lead Industries, Limited, 
was held on July 27th at Winchester House, 
Old Broad Street, London, E.C., Mr H. S. 
‘Tasker (chairman of the company) presiding. 

The following is an extract from his 
circulated statement :— 

Although there are no particularly unusual 
features which require comment, I should 
like to draw attention to several items in the 
consolidated balance sheet. There has been 
substantial expenditure during the year on 
land, buildings and plant, the increase in the 
value of these items amounting to £579,000. 
There is no large single item to refer to, but 
during the year the new paint factory at 
Speke, near Liverpool, was completed, as 
also was the central block of offices, labora- 
tories, canteens, etc., in our Millwall works. 
Substantial progress was made with similar 
siaff accommodation at the antimony works 
on the Tyne. These last two items represent 
mmportant steps in our policy of improvement 
in the working conditions of our staffs and 
work people at the factories. Similar im- 
provements are either in hand or proposed at 
other centres. The war interrupted progress 
in these developments, which we regard as 
essential, particularly in old-established fac- 
tories. The immediate return cannot easily 
be estimated, but these provisions are never- 
theless essential features in an_ efficient 
organisation and are greatly appreciated by 
our employees. Further expenditure was 
incurred in enlarging the manufacturing 
facilities at the paint factories in Bombay and 
Melbourne, and substantial progress was made 
during the year in the erection of our new 
factory for the production of lead products 
and pigments in Durban. 

There is a small decrease of £5,502 in 
shares in subsidiaries which have not been 
consolidated. This is explained by the sale 
of a small overseas subsidiary at a satisfactory 
figure which entailed a profit on its book 
value, which has been transferred direct to 
capital reserve. 

The increase in the value of our trade 
investments is mainly accounted for by the 
subscription of further Ordinary capital in 
British Titan Products Company, Limited, 
and by further investments in existing com- 
panies in Australia and South Africa. 

Our liquid position remains strong. 
Our cash resources appear to us to be ade- 
quate for the remainder of our development 
programme which is at present foreseen. and 
there remains a balance which is available 
for other promising developments that may 
come to our notice. 


PRICE FLUCTUATIONS 


‘Trading throughout the year was consider- 
ably affected by the wide and somewhat 
arbitrary fluctuations in the prices of the 
metals in which we are interested, giving 
rise to heavy demands at some periods and 
to equally heavy pressure on our ability to 
absorb supplies of raw materials in other 
periods, 

_In the case of lead, the price fell from 
£123 Os. Od. per ton on January Ist to 
475 10s. Od. on July 12th, and during the 
large part of this period the price in this 
country was maintained by the Ministry of 
Supply at a level substantially above that 
tuling in other markets, which no doubt 
helped that Government Department in its 
Capacity as a bulk trader, but which was by 
no means helpful to those manufacturers of 
lead products who were attempting to main- 
‘ain their goodwill in world markets. On 
July 12th this policy was abandoned, and 


since then the price maintained by. the 
Ministry of Supply has closely followed the 
ruling price in America. ‘This price, of 
course, is quoted in dollars, and when de- 
valuation took place, the Minister took for 
himself full advantage of the situation and 
raised the price from £87 5s. Od. on Septem- 
ber 21st, to £122 Os. Od. This price after- 
wards fell to £97 Os. Od. at the end of the 
year. 

Since September 21st, the equivalent 
sterling price has been calculated on the 
basis of the devalued pound, so that so far 
as Our main raw material is concerned de- 
valuation has brought no assistance to the 
manufacturers and would-be exporters of 
lead products. As a matter of fact, the 
official UK price has been and now is in 
excess of that prevailing on the Continent. 
In spite of this, it is satisfactory to note that, 
during the year, our rate of export was main- 
tained, although the tonnage was smaller than 
could have been reached in more favourable 
circumstances. This result was only cbtained 
through excellent work on the part of our 
export staff. 

In reviewing the work of our manufac- 
turing departments at home, it may be noted 
that our metal smelting, refining and alloying 
departments have had a particularly success- 
ful year. In metal and pigment manufacture 
we again did well but evidence is increasing 
of the effect of the continued high price of 
lead (six times prewar) on the consumption 
of white lead now that increased supplies of 
titanium oxide are becoming available. 
Although the volume of trade in prewar 
years may not easily be reached again, the 
inherent qualities of this pigment will ensure 
its continued use for a long time to come. 
Antimony metal and compounds have again 
done well. 


MANUFACTURING ACTIVITIES 


As you already are aware, the major part 
of our manufacturing activities was consoli- 
dated at the beginning of 1949 for trading 
purposes under Associated Lead Manufac- 
turers, Limited. The commercial organisa- 
tion is based on three centres—namely, 
London, Chester and Newcastle-on-Tyne. 
I am glad to say, after 18 months under the 
new organisation, that it has proved efficient 
and economical in practice, and I believe 
that it distributes with better service to our 
customers our. varicus old-established brands, 
as “ Associated Lead Products.” 

Our relations with our work-people are 
good and we are continuing to develop in our 
factories incentive schemes by which produc- 
tion per man-hour is increased in such a 
manner that our men receive benefits closely 
related to improved productivity. 


TRADING RESULTS OF PAINT GROUP 


The trading results on the paint side of 
our group have shown some reduction in 
total. Competitive conditions in this country 
are increasing, but with the completion of 
our new factory at Speke and following on 
this the concentration of manufacture there 
from our older factories in the Liverpool 
area, we are well placed to meet any com- 
petition. 

Considerable attention has been given to 
our interests overseas. In India these in- 
clude lead products and alloys, zinc products 
and paint. Although during the past few 
years these companies have enjoyed profitable 
trading, conditions in India are making this 
increasingly difficult and the attitude of 
labour in particular is not encouraging to 
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enterprise. Hitherto we have pursued a 
progressive course in that country, and we 
hope that we shall not be forced by this less 
favourable trend to adopt a more cautious 
policy. We take rather a different view as 
to future prospects in Australia, where we 
are encouraging our subsidiary companies in 
schemes of energetic expansion. Our 
associated company in Eire continues to 
increase its business successfully, and in 
South Africa our new paint company has 
made good progress. Our other main under- 
taking overseas is Goodlass Wall y Cia. 
(Argentina) Ltda. The inflationary conditions 
in that country are reflected in our sub- 
sidiary’s accounts, and the financial resulis 
in Argentine currency are satisfactory. 

Our interest in British Titan Products 
Company, Limited, has increased and is now 
very substantial. The new Grimsby plant 
of that company began production early in 
1949 and has more than fulfilled expectations. 
The capacity of this factory is now to be 
doubled although it will take two years 
before the additional supplies reach the 
market. We are providing in our forward 
estimates for the further finance that will be 
required in this field. 

Your Board has given the most anxieus 
consideration to the question of this year’s 
rate of dividend, and only after ‘careful dis- 
cussion has it decided to adhere to the same 
rate of dividend distribution as before, even 
although earnings in recent years would 
justify some increase. We disagree in 
principle both with the limitation of dvi- 
dends for risk-taking capital and with the 
limitation of reward to the more industricus 
or more capable worker. Nevertheless, owing 
to excessive and often extravagant expendi- 
ture by the Government, the danger of 
further inflation is still with us. That is why 
we have decided once more to support the 
policy of restraint. 

The report was unanimously adopted. 


MARLU GOLD MINING 
AREAS, LIMITED 


The fiftesnth annual general meeting of 
Marlu Gold Mining Areas, Limited, was 
held on August Ist, in London. 


Maj.-Gen. W. W. Richards, C.B., C.B.F., 
M.C., chairman of the company, presided. 

The following is an extract from his 
circulated statement :— 


The tonnage mined and treated during the 
year shows an increase of 91,400 tons over 
the previous year’s results. Working costs 
per ton showed a reduction of approximately 
3s. 6d. per ton compared with 1948, due 
mainly to the increased tonnage; similarly, 
the amount of gold recovery of 42,832 ozs. 
was 12,262 ozs. higher. 


The item “Prospecting and development ” 
in the balance sheet is up on last year by 
some £25,000—approximately half of this 
expenditure was incurred in the reopening 
and testing the sulphide-underground section 
of the Bogosu mine. 


In the profit and loss account it will be 
seen that the West African expenditure was 
some £23,000 higher than the previous year. 
but against this, revenue from gold won was 
£118,000 higher than that received in 1948. 
The net result of the year’s working is the 
small balance of £12,045 on the wrong side. 


Since the close of the financial year under 
review—that is, from October 1, 1949, to 
May 31, 1950—we have treated 316,180 tons 
of ore for a yield of 32,731 ozs. of gold and 
a net mine profit of £142,537. This com- 
pares with 267,980 jons, yielding 29,122 ozs. 
for a mine profit of £29,305 for the corres- 
ponding period of the previous year. 


On the question of labour there are many 
opportunities for employment open to the 
African today, and there is competition for 
his services. 


The report was adopted. 
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FOY, MORGAN AND 
COMPANY, LIMITED 


(Timber Agents and Brokers) 


A YEAR OF FRUSTRATION 


SIR GERALD LENANTON’S 
STATEMENT 


The fifteenth annual general meeting of 
Foy, Morgan and Company, Limited, was 
held on July 31st at the offices of the com- 
pany, 16, Eastcheap, London, E.C., Sir 
Gerald Lenanton (chairman of the company) 
presiding. 

The following is the chairman’s statement 
which had been circulated with the report 
and accounts and was taken as read: — 

The net trading profit of your company, 
after due allowance for taxation, for the year 
ended December 3lst last is £55,219, com- 
pared with £56,412 in the preceding year. 
Dividends have already been paid on the 
preference and ordinary shares amounting 
to £11,818, leaving an available balance of 
£43,401, to which has to be added the balance 
of £54,997 brought forward from the 1948 
accounts. From this sum it is proposed to 
transfer £11,250 to pensions account, £10,000 
to the first preference dividend reserve fund, 
and £5,000 to the preference share redemp- 
tion fund, leaving a carry forward of £72,148 
—an increase of £17,151 over the 1948 
figure. 


ADDITIONAL DIRECTORS 


The increase in the number of directors 
anentioned in my statement last year has 
been effected. Messrs I. R. Lundborg, R. V. 
Cooper, N. E. Graydon, A. J. S. Waterman, 
L. Hartley Sharpe and E. A. Cremer joined 
the board of your company on August 1, 
1949, and we shall ask you to confirm their 
appointment. They are all men of experience 
and standing in the timber trade, and I 
regard their election to the board as an 
important addition of strength to the com- 
pany. I very much regret to tell you that 
Mr Marcus Beresford has been obliged, for 
reasons of ill health, to resign his position 
as a director of your company. The good 
wishes of all his colleagues go with him in 
his retirement. 

During the year under review the balance 
of the £100,000 seven per cent. second 
preference shares were redeemed in accord- 
ance with your company’s articles of 
association and in their place were issued 
£50,000 five per cent. second redeemable 
preference shares, and the remaining £50,000 
will be issued during the current year. 

The style of your subsidiary company in 
South Africa has been changed to Foy, 
Morgan, Africa (Pty.), Limited, and has 
incorporated the business of Frank Siebert 
(Pty.), Limited, the two directors of that 
company, Messrs F. Siebert and R. B. 
Laburn, joining the board of the South 
African company—Mr Siebert as managing 
director. The business is being expanded 
and an office in Cape Town has been 
opened. 


PROSPECTS FOR 1950 


The year 1949 has been one of frustration, 
and I regret that the prospects for 1950 do 
not confirm the hopes expressed last year. 
Though the importation of hardwood and 
wallboard is now largely, and plywood 
partially, free of Governmental control, the 
Board of Trade still acts as sole buyer of 
softwood. The effect of this policy on the 
current year’s imports is likely to be dis- 
appointing, for it is doubtful whether the 
total quantity of softwood which can now 
be purchased for import before the end of 
the shipping season will be sufficient econo- 
mically to fulfil the minimum requirements 
of the country for housebuilding and other 
essential needs—at least from those export- 
ing countries best qualified by long experi- 
ence to cater for this market. It is hoped 
that- when the Board of Trade decides to 


allow individual companies to resume pur- 
chase of softwood and plywood abroad 
sufficient notice of the effective date will be 
given to the trade. Over-hasty abandonment 
of control might cause as great a dislocation 
of supply as over-protracted maintenance of 
the present purchasing arrangements. 

Your directors have taken steps to prepare 
the company to meet the new situation which 
will arise when control of softwood buying 
comes to an end. The selling staff has been 
largely augmented, and connections with 
shippers abroad have been maintained by 
personal visits of your directors and staff. 
They look forward to the day when freer 
trading is allowed. 

The report and accounts were wumani- 
mously adopted and the dividends as recom- 
mended were approved. 

The retiring directors, Mr I. R. Lund- 
borg, Mr R. V. Cooper, Mr N. E. Graydon, 
Mr A. J. S. Waterman, Mr L. Hartley 
Sharpe, and Mr E. A. Cremer, were fe- 
elected and the remuneration of the auditors, 
Messrs Hope Agar and Company, having 
been fixed, the proceedings terminated. 





WILSON BROTHERS, 
LIMITED 


FURTHER PROGRESS 


The third annual general meeting of 
Wilson Bros., Limited, was held on 
August Ist in London, Mr Harry Wilson 
(chairman and joint managing director) pre- 
siding. 

The following is an extract from his cir- 
culated statement: 

I am happy to be able to report that your 
company has made further progress with re- 
sults which are satisfactory. 

The profit ¢or the year under review, be- 
fore taxation, was £110,698, as against 
£106,755 for the previous year. 

Of the profit of £110,698 provision for 
taxation absorbs £62,655, leaving, with the 
balance of £12,258 brought forward, the 
sum of £60,301 available for appropriation. 

A final dividend of 27} per cent. is pro- 
posed which, together with the interim divi- 
dend already paid, will absorb £24,750 and 
leave £18,551 to be carried forward. 

You will recall that, following the annual 
general meeting last year, the capital of the 
company was increased to £100,000 by a 
bonus issue of £50,000. The total dividend 
of 45 per cent. for the year under review is 
equivalent to a dividend of 90 per cent. on 
the capital before it was increased, as com- 
pared with the dividend of 85 per cent. which 
was actually paid last year. 

The new factory covering 16,000 square 
feet, adjoining the old premises situated at 
78-80, Great Eastern Street, is now working 
to full capacity and has enabled your com- 
pany to increase the output of merchandise 
in all departments. 

It must be appreciated that the heightened 
competition encountered in the greeting card 
industry since the removal of paper control 
in February, 1949, has necessitated an in- 
creased turnover with smaller profit margins 
in order that the company’s profits might be 
maintained. Nevertheless, your directors are 
pleased to report a substantial increase in the 
sales of your company’s publications and at 
the same time an encouraging increase in 
profits. 

Your company’s export trade is quite satis- 
factory, and as the result of the facilities 
afforded by the new factory, your directors 
are planning an intensified drive to promote 
increased shipments of greeting cards to 
overseas markets, 

The current year has opened satisfactorily 
and orders in hand justify your directors’ 
confidence that, save for unforeseen contin- 
gencies, the present year’s trading will be 


_ equally successful, 


The report was adopted, 
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GROSVENOR HOUSE 
(PARK LANE) LIMITED 


DIVIDEND 6 PER CENT. 


The twenty-second annual general meeting 
of Grosvenor House (Park Lane) Limited w,. 
held on July 28th at Grosvenor House, Park 
Lane, London, W., Major G. C. S. Black. 
C.LE., M.V.O.. O.B.E., the deputy chairman 
presiding. 

The following is an extract from his circy- 
lated statement for the year to March 3]. 
1950: 

The consolidated profit, after charging 
debenture stock interest, amortisation and 
directors’ emoluments, amounted to £168,436. 

Pursuant to the articles of association, , 
transfer to special reserve of £5,626 has been 
made ; and the provision for maintenance has 
been increased by £15,000. It is proposed to 
increase the general reserve by £10,000. 

Provision has also been made for the 
“writing off” of £5,400, being the goodwill 
of a subsidiary company. After providing for 
taxation and bringing in the balance from the 
previous year, the amount available js 
£100,971. The board has pleasure in recom- 
mending the payment of a final dividend of 
34 per cent., less tax, on the ordinary stock, 
making 6 per cent in all for the year, 

It has been the practice in recent years 
for the directors to declare an interim divi- 
dend in January and to recommend a fina! 
dividend at the annual general meeting. Your 
directors consider it prudent in future years 
to discontinue this practice and to recommend 
dividends at the end of the financial year 
when the profits of the year have been ascer- 
tained. It should not be assumed that this 
presupposes any change in the dividend 
which we hope will be earned and distributed 
for the current year. 

I regret to record that costs in al! depart- 
ments continue to rise. While turnover 
records are broken, and may be broken again 
in future, net earnings do not keep pace with 
turnover. 

Notwithstanding difficulties, we pursued 
the policy established in 1936—unfortu- 
nately interrupted by the war years—of 
maintaining our furnishings and equipment 
at the highest possible level, with the object 
of satisfying the most exacting client and 
of doing so with the utmost efficiency. 


THE GREAT ROOM 


The Great Room is now in service again, 
not only for exhibitions, but also, for the 
first time since the war, for dinners, dances 
and receptions. The room is the largest 
ballroom in any hotel in Europe, and can 
cater in comfort for more than the 1,509 
guests whom th: authorities permit us [0 
accommodate in it at any one time. 

The Great Room has also been success- 
fully let for exhibitions, such as the Sunday 
Times Book Exhibition and the International 
Stamp Exhibition, as well as for purely trade 
exhibitions. This use may well have to be 
restricted as the demand for it as a ballroom 
and social centre expands. 

I am pleased to be able to state that your 
company has to the maximum possible 
extent assisted the nation’s effort to close 
the dollar gap. It is interesting to observe 
that the number of our visitors from over- 
seas in 1949-50 was 24 times as great, and 
the number from the U.S.A. 3} umes 45 
great, as in 1947-48. - 

With loyal and attentive staff, the willing 
and cheerful personal service, which 's the 
greatest asset of any gcod hotel, and for 
which we are now happily well known, cat 
be maintained. Grosvenor House wil! main- 
tain it. As sales conditions tend to return 
to normal, we face the future with the know" 


ledge that the goodwill and prestige of 


Grosvenor House, both at home and abroad, 
continue to grow. 
The report was adopted. 
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BRITISH GLUES AND 
CHEMICALS, LIMITED 


MR ROGER DUNCALFE’S REVIEW OF 
SUCCESSFUL YEAR 


The directors’ report and accounts of « 


British Glues and Chemicals, Limited, for 
the vear ended April 30, 1950, were issued 
«9 stockholders on July 31st. 

In his circulated review, the chairman, 
Mr Roger Duncalfe, said that the consolidated 
profit, after full taxation provision, was 
(261,685 (against £106,418). With amounts 
brought in, the total available for appro- 
priation was £352,236 (£222,488). 

Appropriations were: £40,000 further 
contribution for back service liability under 
ihe group’s pension schemes; £18,000 to 
replacement reserve (making it £80,000) ; 
£51,000 to reserve for tax deferred by initial 
allowances ; and £150,000 to general reserve 
making it £300,000). 

Mr Duncalfe emphasised the directors’ 
view that it was in the best interests of stock- 
holders to strengthen the company’s reserves 
rather than to make an increased distribution 
this year, particularly in view of the proposal 
for £50,000 bonus issue. 

Dealing with the consolidated balance sheet, 
Mr Duncalfe explained that consolidation at 
the current rates of exchange of all assets and 
liabilities of the North American subsidiaries 
had resulted in an increase of £26,496 in 
capital reserve, which now stood at £57,574. 
Fixed assets, at £1,029,703, had increased by 
£29,204; and new capital expenditure 
schemes in progress totalled £60,000. Current 
assets had further increased during the year 
by approximately £340,000, and now ex- 
ceeded current liabilities by approximately 
£730,000 


PRODUCTION AND SALE 


Mr Duncalfe continued :— 

A feature of the year has been a substantial 
increase in production of gelatines, glues, 
greases and cattle feeding stuffs, including 
mineral supplements, with a corresponding 
increase in turnover. 

Our technical department has been par- 
iicularly successful in translating our de- 
velopment department’s new processes into 
full scale works production ; we now produce 
in five U.K. factories a far greater tonnage of 
gelatine and glue than we did in seven 
factories pre-war. Research and development 
work has had our unremitting attention in all 
divisions of the group; the need for it is 
obvious, the cost is substantial ; the benefits 
of our sustained endeavour are beyond doubt 
and are expressed in our results. 

In our gelatine division the most note- 
worthy features are the expanded production 
and sale of high-grade technical gelatine for 
specialised industrial uses, and the encouraging 
development of export business. Our Murray 
division increased its business in casein plastics 
and essential oils. Although our soap division 
had to face keen competition, personality soap 
conunued in public favour. Production by 
the Croid division of a new veneering glue, 
Possessing a number of advantages over 
synthetic adhesives, has met with considerable 
success. Our Calfos product to remedy 
calctum and phosphorous deficiency has been 
well received in North America and has 
proved a useful dollar earner. 


PERSONNEL 


_ The appointment to the board of Mr C. G. 
Smith, B.A., and Mr D. N. Walton, A.C.A., 
will, I believe, commend itself to stockholders. 
Mr Smith has been in the service of the 
company since 1936 and has been for some 
years in charge of our gelatine division. 
Mr Walton, as a non-executive director, brings 
'o bear on our problems his specialised pro- 
fessional experience. 

The profit for the year is the result of a 
great co-ordinated effort on the part of all 


workers in the group, powerfully led by your 
managing director, Mr Harold J. Cotes. On 
your behalf I extend to them all sincere 

$s for their endeavours. The total 
contribution by the company to the pension 
funds over the past three years, amounting 
to approximately £140,000, is a practical 
expression of our appreciation. 


A BONUS ISSUE 


The company’s revenue reserves and surplus 
today total some £620,000 over and above our 
issued capital of £700,000. Your directors 
feel it is time for the first step to bring the 
issued capital into closer relationship with the 
capital employed! We therefore propose to 
issue a bonus to ordinary stockholders’ £50,000 
ordinary stock (two 4s. units for every seven 
units held). 

It would be unwise for stockholders to 
expect a continuance of profit on the scale 
of the year under review. Although, as I 
have said, it was a year of difficult trading 
conditions, there were certain favourable 
winds which may not last. The year was one 
in which we achieved a substantial reduction 
in works costs, and it did not suffer the full 
impact of the rise in those costs outside our 
control which occurred in the later months 
of the year. This rise has continued and may 
not yet have reached its peak. We gained, 
in the last six months of the year, certain 
important benefits from devaluation—adverse 
effects are apt to become apparent later. 
Competition is becoming keener. We are 
fortunate to have had a good trading period 
in which to rehabilitate and improve our 
works and to pay the heavy cost involved. 
Your company is in a sound position to face 
the future. The first three months of the 
new year have given us an encouraging start ; 
international conditions may move against us, 
but the year’s trading should, in my view, 
yield a reasonable profit. 





BATANG CONSOLIDATED 
RUBBER ESTATES, 
LIMITED 


IMPORTANCE OF REPLANTING 


The thirtieth annual general meeting of 
Batang Rubber Estates, Limited, was held in 


London on August 3rd, Mr E. G. Estall 
(chairman) presiding. 


The chairman, in the course of his speech, 
said that the estimated crop for the year to 
March 31, 1950, was 1,046,000 Ib., the 
shortage being mainly due to the unsettled 
conditions caused by bandit activities. The 
“all-in ” cost was 8.62d. per lb. and replant- 
ing costing 1.12d. per lb. A year ago the low 
price of rubber was causing concern being 
near to the cost of production. Consequently 
when the price did eventually rise to over 
ls. a Ib. the directors considered it prudent 
to sell forward part of the crop and thus 
ensure production expenses for 1950. 


A large proportion of the mature area was 
old rubber and unless this was replanted 
with the best high-yielding material the com- 
pany could not hold its own in the future. 
For the current year they were replanting 213 
acres. Much had been said about the advis- 
ability or otherwise of replanting. He and 
his colleagues were in agreement that it was 
imperative to continue replanting. He be- 
lieved the whole industry was solidly behind 
a gradual replanting programme, as this was 
the only way in which they could ultimately 
compete with synthetic. He did not think a 
defeatist attitude would solve shareholders’ 
problems. On the contrary, it was just play- 
ing into the Communists’ hands. 


The report was unanimously adopted and 
the recommended dividend of 7} per cent. 
was approved. 


293 


SILVER LINE, LIMITED 
PREFERENCE CAPITAL REPAYMENT 


_ The twenty-fourth annual general meet- 
ing of Silver Line, Limited, will be held in 
London on September Ist. 


The following is an extract from the state- 
ment of the chairman, Mr Henry Barra- 
clough, circulated with the report and 
accounts for 1949: 

The difficulties reported tc you in my last 
statement continued during the early part 
of 1949, but showed some promise of being 
mitigated by the steps taken to improve the 
position. A recession, however, occurred 
in the second half of the year, and whilst 
this was to some extent arrested by the effecis 
of the devaluation of sterling, this occurred 
too late in the year to make any material 
difference to the year’s results. 

The operating profit for the year was 
£85,987, as compared with £18,905 in 1948. 
Qur Canadian subsidiary showed a trading 
profit of $28,056.77, as compared with a loss 
of $358,596.35 in 1948. 

Since I took office as chairman in 1948 
and later as managing director in 1949, there 
have been considerable changes in the com- 
pany’s operations. It was inevitable that 
post-war conditions throughout the world 
should lead to close examination of and 
variations in our trade routes. We have 
withdrawn from trades that held out no 
immediate hope of becoming remunerative, 
and have found it necessary to reduce the 
size of our fleet of cargo-liners to conform 
to our reduced requirements. Additionally, 
we have come to the conclusion that our 
almost entire dependence upon dollar trades 
for our revenue places the company in a 
position that is too vulnerable to the impact 
of forces and events outside our own 
control. Our policy now is not to confine 
ourselves to cargo-liner business and we are 
therefore passing through a transitional 
period from which we expect to emerge with 
a mixed fleet engaged in more diversified 
trading. 

As part of this policy we have placed 
orders for two motor tankers, each of 16,500 
tons deadweight, for delivery in December, 
1951, and November, 1952. 


CAPITAL POSITION 


As I informed you last year, we disposed 
of two new cargo-liners then building, and 
in furtherance of our present policy of 
reducing our unprofitable cargo-liner ser- 
vices, we have recently sold the two other 
cargo-liners now under construction. This 
latter sale puts us in the position of being 
able to approach the preference shareholders 
with the proposal that the preference capital 
should be repaid on terms which I will later 
set out, and which I feel confident will be 
regarded as equitable. We feel that a ship- 
ping company such as ours should not have 
any preference capital, but that the capital 
should consist entirely of ordinary shares, 
held by those who know well that they must, 
over a period, take the lean years as well as 
the good. 


The proposal which is to be made to the 
preference shareholders will, in effect, mean 
that they will receive a return of the price of 
21s. per share paid at the time of the issue, 
plus all arrears of dividend down to the 
time of repayment. We have, however, had 
indications from some of the larger holders 
that if this proposed repayment is made they 
would wish to take an interest in the ordi- 
nary stock of the company. 

By way of addendum it is stated that the 
scheme will provide, at preference stock- 
holders’ option, for either (a) repayment in 
cash at a premium of Is. per £1 stock, plus 
all arrears of dividend, or (b) 16s. in cash 
per {1 stock, plus all arrears of dividend, 
plus one 10s. ordinary stock unit for every 
{£2 preference stock now held. 
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PARKLAND 7 
MANUFACTURING 
COMPANY 


A MOST SUCCESSFUL YEAR 


The forty-seventh annual general meeting 
of the Parkland Manufacturing Company, 
Limited, was held on July 28th at the Mid- 
land Hotel, Bradford, Mr Jonas Hanson 
(chairman and managing director) presiding. 

The secretary (Mi R. Richmond Mann, 
C.A.) read the notice convening the meeting 
and the report of the auditors. 

The following 1s an extract from the chair- 
man’s statement: The accounts show that 
your company has had a most successful 
year. During the year the new weaving plant 
ia our main mill at Greengates has settled 
down to something lke full production, and 
us a result there has been a remarkable 
expansion in our turnover, 


PROFITS 


Our profits, therefore, showed a substan- 
tal :ncrease over the previous year. In the 
parent company the net profit before taxa- 
tion was £314,375, compared with {£201,521 
for the previous year. For the grcup as a 
whole the net profit, before taxation, for the 
year to February 28, 1950, was £374,223, 
against £281,297 in the previous accounts, 
when the periods covered were a year for the 
parent company and 14 months fer each of 
the subsidiaries. 

The surplus remaining for the group, after 
deducting taxation, is £174,194, against 
£138,910 for the previous periods to Feb- 
ruary 28, 1949. 

The reserves now total £591,532 made up 
of capital reserves £96,224, and revenue 
reserves and balance on profit and loss 
account £495,308. With the issued capital of 
£470,000 the total capital employed in the 
group is £1,061,532. 

Since the date of the balance sheet, the 
authorised capital of the company has been 
increased by the creation of 1,500,000 ordi- 
nary shares of 5s. each. In April last, 
£44,000 of the above-mentioned reserves 
were capitalised, and in satisfaction thereof 
176,000 ordinary shares of 5s. each in the 
capital of your company were issued, 
credited as fully paid, to the ordinary share- 
holders in the proportion of one new 
ee share for every five ordinary shares 
held. 

On the assets side you will have seen that 
the total written down value of the fixed 
assets was £282,889 at February 28, 1950. 
This figure includes additions during the 
year whict cost £73,025. 

The current assets are shown at 
£1,013,752, against current liabilities of 
£235,510, which are thus covered nearly five 
times. 

Stocks on hand are shown at (£485,692, 
against £559,671. During the year we have 
been able to eliminate the bottle-neck in 
burling and mending. This has enabled is to 
reduce very considerably the number of 
pieces carried in stock and, of course, we can 
now give quicker delivery to our customers. 

In the home market a heavy purchase tax 
is added to the price of all higher quality 
cloths which do not come within the per- 
mitted ceiling prices for utility cloths. On 
top of the high cost of wool the tax makes 


high grade non-utility cloth very difficult to 
sell in this country. Thus, a manufacturer 
has to plan his production in two ways ; for 
the home trade he must concentrate, as far 
as possible, on the modestly priced utility 
cloths, but for the export trade a_ better 
quality cloth at a rather higher price ts called 
for. Our principal difficulty, therefore, is the 
need to produce different kinds of cloths for 
the home and export markets. I believe we 
are well fitted to overcome all the difficulties 
which lie ahead and to obtain our share of 
the available business in home and export 
markets. 

The report and accounts were unanimously 
adopted. 

At a subsequent extraordinary generai 
meeting of the company, new articles of 
association were approved. 


JOHN BROWN AND 
COMPANY, LIMITED 


SHIPBUILDING PROBLEMS 


The eighty-sixth annual general meeting of 
John Brown and Company, Limited, was 
held on July 28th in London. 

The Rt. Hon. Lord Aberconway, C.B.E., 
LL.D. (the chairman) said that the balance 
added to the credit of the profit and loss 
account as a result of the year’s working was 
£515,256, an increase over the previous year 
of some £7,000. That modest increase was, 
however, after providing for profits tax and 
income tax to the extent of £547,280 as 
compared with £177,259 for the preceding 
year. They proposed a final dividend on 
the ordinary stock of ild. per unit, free of 
income tax, which, with the 4d. per unit 
already paid would maintain the dividend 
at the same rate as last year. 

During the past few months, the ship- 
building industry had been passing through 
a critical period. For some time very few 
orders had been p!aced because shipowners 
were rightly perturbed by uncertainty about 
the price they would ultimately have to pay 
for the vessel they wanted. The shipbuilder 
was equally uncertain about the cost to him 
of the materials and labour he would have to 
use, 


SUBSIDISED COMPETITION 


The merchant shipping of Great Britain 
was now, even more than before the war, 
exposed to competition from ships subsidised 
both in first cost and in running expenses. 
Great Britain was most vitally dependent 
upon the existence of a vigorous merchant 
navy, and our economy could not be main- 
tained unless we hold a large and he might 
even say a predominant part of the inter- 
national carrying trade. If they were to keep 
that leading position the ships which were 
its instruments must be the best of their kind. 

They as shipbuilders realised how impor- 
tant it was that large and costly vessels 
should get into service as quickly as possible. 
They had made it their policy to maintain 
exactly and, if at all possibie, to anticipate 
their contract dates for the delivery of new 
ships. They looked upon that policy and 
its effective fulfilment as perhaps the most 


important element in the goodwill of their 
clients. 
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EXTENSION OF ACTIVITIES 

As indicated last year, they were secking 
to extend their activities into other engineer. 
ing fields. Notably they had been accepte4 
by the British Electricity Authority as cop. 
tractors for steam power plant which the 
country required to meet the ever increasing 

emand for electric power. Their experi- 
mental work with gas turbines suitable eithe; 
for land or marine use continued actively, 

With the help of Costain-John Brown 
Limited, they were investigating schemes {o; 
the construction of oil refinery p!ant, a branch 
of engineering in which they considered there 
was a substantial future. The work that they 
were doing in the manufacture of water tur- 
bines for hydro-electric schemes both for 
Great Britain and for foreign countries was 
both substantial and continuous. 

Such projects would add to the work tha: 
could be taken at Firth Brown’s and 
Markham’s and in certain of their shops at 
Clydebank. The main addition to the work 
undertaken at Clydebank was, however, being 
placed in an additional works being built x 
Whitecrook on vacant land acquired a short 
time ago. It would thus be seen that the 
company was employed in a much broader 
range of activities than used to be the case. 

The report was adopted. 


ELLAMS DUPLICATOR 
COMPANY, LIMITED 


The annual general meeting of Ellami 
Duplicator Company, Limited, was held on 
July 3lst in London, Mr Frederick Ellam 
the chairman, presiding. 

The following is an extract from his cir- 
culated statement: — 

You will have noticed the increase in the 
ordinary share capital, which you wil 
remember was agreed last year. The capita. 
was increased by £75,000 by transferring 
this amount from our reserves and making 4 
bonus issue to the ordinary shareholders on 
the basis of two new Is. shares for each 1s 
share held. 

Trading conditions during the year wer? 
rather more difficult, chiefly because of re- 
strictions in certain export markets, which 
is reflected in a somewhat smaller proitt 
The position has latterly improved, but 
having regard to present prevailing cif- 
cumstances, your board do not feel that the 
time is opportune to recommend an increased 
dividend. 

The supply of raw materials also presented 
difficulties from time to time and resulted 
in some reduction in output. Furthermore, 
the cost of certain raw materials, partly 4 
the result of devaluation of sterling, 25 
advanced considerably. Every effort is bei 
made to offset this tendency of rising costs 
while maintaining the high standard 0 
quality upon which the good name of your 
company has been built, by introducing 
wherever possible improved methods of pro- 
duction, and the process of installation 0 
new and up-to-date plant and equipment 
continuous. , 

Trading conditions during the first s* 
months of the current year can be considered 
satisfactory, and orders in hand are being 
maintained at the normal level. 

Report and accounts were adopted. 


er Ree 


NOTICES 


MPORTANT GROUP, having several foreign branches and sub- 


; es t thoroughly conversant 
with Foreign, Dominion and U.K. taxation iaw and practice. Appli- 
cant should be prepared to travel if necessary.—Write, giving details 


sidiaries, requires qualified Accountant 


of qualifications and experience, to Box 476. 


eo Assistant in large house of general merchants, importers 
and managing agents in India, desires similar position, or in 
Hong Kong or Malaya. Age 37. Excellent references, Returned to 


England for family reasons.—Box 480. 


House. E.C.4, 


HE CHARTERED INSTITUTE OF SECRETARIES.—Directors 
requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicats 
with the Secretary of the Institute, 16, George Street, Mansio® 


*IRST-CLASS Hons, B.Com. (Lond.), knowledge commerce and 
distribution, experience in economic and _ statistical researc! 
capable writer, ex-editor trade journal, initiative and imaginatwon, 

' organising ability, 34, invites offers around £1,500 p.a.—Box 47. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended July 29, 1950, total 
ordinary revenue was £74,789,000, against 
ordinary expenditure of £38, 608,000 and issues 
to sinking funds £100,000. ‘Thus, including 
sinking fund allocations of £3,798,000, the surplus 
acerued since April Ist is £131,535,000 compared 
with £68,084,000 for the corresponding period a 


year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


. Rev eipts mto the 
Exchequer 
(£ thousand) 











| Esti- April 1,/April 1, | 
Revenue mate, | 1949 | 1950 | Week | Week 
1950-5 to | to ended | ended 
i July | July July | July 
30, | 29, 30, | 29, 
| 


1950 | 1949 | 1950 


ORDINARY 


REVENUE 

Income Tax. . .. .. 1388000, 259,406, 253,203] 16,024) 16,888 
Sur-tax Suecd 120,000, 26,800 27,000, |800 900 
Estate, ete., Duties eraed 62,200 63,450 5,400 3,400 
Stamps -..., 50,0001 16.900 16,365! 1,200 '950 
Profits Tax ..... 71,360, 61,020 5200 5,300 
RPI 270,004 17’000, 4,500, ... 300 
Other h land Rev 500} 70) 50 


SpecialContributn, Sm 10,300) 1,97 100 100 


Fetal Inland Rev. 2028000 464,036 421, 558 29, 724, 27, 838 


! f FS 

Customs....,00-. 870,650) 2 53,433 275,091] 10,224 10,5 
achee ..¢.ck cand 713,150) 218,500, 220,636) 39,900 34 636 
Total Customs and + 

Ruciet .<isece. 1583800, 471, 933 495,727] 50,124) 45,218 
Motor Duties. .... 56,000, 7,041/ 7,277 5571 520 
Surplus War Stores! 35,000! 27,953 10,47 52} 30 
Surplus Receipts | 


P.O. (Net Receipts) a én BO eee cas Deas 
Wireless Licences.) 13, 3,040; 3,10 800 = 650 
Sundry Receipts..| 27,000; 
Miscell. Receipts | §,913, 5 316 

(in.Crown Lands); 70 1000) 19,361; 20,3 


from Trading... ng 4,045) 25,97 
i 


472, | 533 


Tetal Ord. Rev.. . 3897800 100332 995, co 7129 74, 789 


’ 
“y | ket ties 
Se_F-BALANCING [ 7 
Post Office. ...... 172,150, 49, 000 52, 4,000! 4,000 
Income Tax on | | 
E.P.T. Refunds. _“ 2, 833 3,16 232 275 


Total Lek aa 407565 501055154 105 51660! 85, 961 79, 064 
ssues out of the Exchequer 


to meet payments 
(f thousand) 














Esti- [April 1,\April 1, | 
Expenditure bene e 1949 | 1950 | Week | Week 


to | to ended | ended 


July July | July | July 
» 29, 30, | 29, 
1949 1950 + 1949 | 1950 


| 






















ORDINARY 
EXPENDITURE 
Int. and Man. of} 





j 
} 
} 
t 


Nat. Debt..... 125,022) 122,076) 2,618: 2,800 
Payments to N.; | 

ireland... 23. | 36,60 10,428, 10,910) 1,453) 1,446 
Other Cons. F und | i 

Services .,.... | 11,00 42) 75 
Tete 6c cies . +1 537, 4, 113 4, 321 










Supply Services . - 291806 842, 943, 779, 16454 49, 831) 34,287 


Total Ord. en 345506 
Sinking Funds, . 


983, 366 916, 328 53, 944! 38, 608 
3,704) 3,798}... 100 


987,070) mceaee 53,944 38,708 


Total (excl. Self- | 
Bal. Expd.).... 345506 





Se_r-BaLancine 


Post Office... 172,150] 49,000. 52,900, 4,000 4,000 
Income Tax on! | i 
E.P.T. Refunds. §,7 2, 833 3 160; 232) 275 





eos 


dit 
bs eee aia ies 038903 976 185) 58,176) 42,982 


After increasing Exchequer balances by {£147,642 to 


£3,098,003, the other operations for the week decreased 
the gross National Debt by £26,851,021 to £26,176 million. 


NET RECEIPTS (£ thousand) 
NET ISSUES (£ thousand) 


Nil 


‘ost Office and Tele h (M t, 1 eos 450 

imea re 
xport Gosrentons Act, 1949, s. 3(2)............ 340 

= LS somperery Accommodation) Acts, 1944 ue 

Authorities Loans Act, 1945, s. 3(1)......-+ 6,700 


verseas Resources Devel t ‘A t, 1948 :— 
Colonial Development....................- 


800 
inance Acts, 1946 and 1947, Postwar Credits... 359 
9,084 





CHANGES IN DEBT (¢ thousand) 


RECEIPTS ' PAYMENTS 
Tax Reserve Certs. 3,545 | Treasury Bills .... 46,492 
Other Debt :-— | Nat. Savings Certs 1,500 
re Internal ....... 8,320 | 2$% Def. Bonds... 155 
Treasury Deposit | 3% Def. Bonds... . 471 
Reovipts ...4... 25,000 Ways & Means Ad- 
VOUGRS seb sue 13,359 
36,865 63,716 


FLOATING DEBT 


(£ million) 














Wavs and 

























Treasury : Trea- 
Bills aa oe sury | Total 
Date a nee De Float- 
i Bank | posits ing 
a Baie Public of by Debt 
Tender i fap Depts Eng- | Banks 


land 












1949 | 
July 30} 2210-0} 


| 2266-2 335-5 1246-5] 6058-2 

1950 
May ¢} 2960-0] 1872-9] 420-0 | 4-8 | 430-0 | 5687-7 
» 213] 3000-0] 1865-4] 416-2 |... | 410-0 | 5691-6 
» 20) 3020-0; 1839-4] 437-9 | ... | 410-0 $5707-3 
, 274 3050-0} 1812-0] 439-1 | 4-0 | 400-0 [5705-1 
June 3) 3070-0} 1838-2] 431-2 |... | 390-0 | 5729-4 
» 10} 3080-6! 1765-2] 413-2; ... | 380-0 [5638-4 
» 17] 3090-0) 1784-8] 411-9 | 2-0 | 370-0 | 5638-7 
» 24) 3100-0) 1769-7] 421-4 | 4-0 | 350-0 | 5645-1 
30 4856-9 404-2 | 12°5 | 350-0 | 5623-6 


| 
July 8} 3120-0} 2034-9] 387-4 ie 
., 15} 3120-0] 2046-9] 380-9 | 5-0 
y» ©6224 3130-0} 2025-9] 396-2 | 

3140.0 | 1969- 





375-0 1 5917-3 
366-5 | 5919-3 
380-0 1 5932-1 
405-0 | 5897-2 


TREASURY BILLS 
(£ million) 







Average 


Rate 












Amount 
















eran of Allot- es 
ender aaah a 
© Min. 
and Rate 






94° 
July 29 | 170- 


0 | 321-6 | 170-0} 10 4-99 41 

1950 
April 28 } 240-0 | 337-1 | 240-0 10 2-84 60 
May 5 } 250-0 337-6 | 250-0 10 4-30 3 
» 22 § 240-0 | 313-0 | 240-0 10 3-03 68 
» 19 | 250-0 | 312-5 | 250-0} 10 3-13 73 
. 2% | 240-0 | 293-5 | 240-0 10 3-47 17 
June 2 | 240-0 | 343-5 | 240-0 10 2-64 57 
» 9 | 240-0 | 317-8 | 240-0} 10 3-08 67 
» 16 | 240-0 | 299-6 | 240-0 10 3-33 75 
» 235 | 240-0 | 315-4 | 240-0 10 3-06 68 
» 0 | 240-0 | 302°4 | 240-0 10 3-21 73 
July 7 | 240-0 506-4 | 240-0 10 3-19 72 
» 14 | 240-0 | 327-1 | 240-0] 10 2-90 63 
» 21 | 240-0 335-4 | 240-0 10 2-78 60 
2 240-0 | 340-8 | 240-0 10 2-72 58 


On July 28th applications for 91 day bills to be paid 
from July 3lst to August 5th were accepted dated Monday 
to Saturday as to about 58 per cent of the amount applied 
for at £99 17s. 5d., and applications at higher prices were 
accepted in full. Treasury Bills to a maximum of £250 
million are being offered for August 4th. For the week 
ending August 5th the banks will not be asked for Treasury 
deposits. 


NATIONAL SAVINGS 
(£ thousand) 


. * otal, 
Week Ended Apr. 1 to 
July 23, | July 22,} July 22, 
1949 | 1950 1950 
avings Certificates :-— 
MR act eeus 2,000 | 1,600 27,650 
Repayments ......ses00: 2,200 | 2,900 41,700 


} 





Net Savings ......020... Pr 200 \Drl 300 | 014,050 
Defence Bonds :-— ssiieldlgaiaiil 





TES is ccesaeesecs 490 | 390 5,680 
Repayments ...-...00+++ 900 | 990 17,278 
Wek: Bait oiccsskss yy 410 Dr 600 \Drl1,598 
P.O. and Trustee Savings }———— - 
Banks :— 
Receipts..... eccccescoce | 21,213 | 11,566 | 201,386 


Repayments ...-¢+eee+++ | 15,780 15,267 | 216,853 
Net Savings ....see0.+-- )74,567 Dr3,701 \Drl5,467 


Total Net Savings......... Te 7 \Dr5,601 \D a1, 115 
Interest on certificates repaid 644 
Interest acerved........... 2349 2,422 Pr 327 


Change in total ne 


invested........... — 3,270 |— 3,823 \— 11,784 


BANK OF ENGLAND 
RETURNS 


AUCUST 2, 1950 


ISSUE DEPARTMENT 


£ £ 
Notes Issued: Govt. Debt... 11,015,100 
In Circulation 1328,875,200; Other Govt. 
In Bankg. De- Securities ... 1338,271,152 
partment .. 21,481,623) Other Secs... 703,9° 
Coin (other 
than gold) 3 
| Amt. of Fid 
issue . 13504" 4,801 


| 
i} Gold Coin and 
} 


Bullion jat 

248s. Od per 

oz. fine). .... 356,823 
1350, 356,823 | 1350, 556,823 


BANKING DEPARTMENT 


f £ 
Capital ..acc% 14,553,000 Govt. Secs.... 596,066,441 
Rest. 777,131 | Other Secs.:- 43,481,801 


° 3,77 
Public De ps.: - 257,732, 947 Discounts and 
Public Acets.* 11,214,417 Advances... 14,846,380 
H.M. Treas. Securities. ... 28,635,421 
Special Acct. 246,518,530 


Other Deps.:- 391,759,929 | 


Bankers..... 293,111,338 | Notes........ 21,481,623 
Other Accis.. 98. ,648, 591 CS bcs Genes 6,793,142 
667,823,007 667,823,007 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 


1950 


July July | Aug. 
19 | @ |} 32 


ssue Deft. :- 

Notes in circulation. . 

Notes in banking depart- 
ment... 

Government debt and 


SOCHTIIINF SS Seve cesi 1349-3:1349-3,1349-3 
Other securities......... 0-7 0-7) 0-7 
GE Gabe cakes toace 0-4 0-4 0-4 
Valued al s. per fine oz... 248/0, 248/0\ 248/0 

Banking Dept. :— } 

Deposits :-— | j 
Public Accounts ........ 12:0 14-5 11-2 
Treasury Special Account 228-7) 237-1) 246-5 
Bankers ...... weeaueee 300-1; 286-8) 293-1 
Others..... dnieaeecdias 95-2) 97-9 98-6 
ROE. sb eke neeoneosace 636-0; 636-3, 649-4 

Securities :-— 
Government...ccocceces 568-7; 572-7, 596-1 
Discounts, etc... .ccccces 15:1; 18-0; 14-8 
ee Pr 25-0; 26-5; 28-6 
BGs kainate evéuanse 608-7) 617-2, 639-5 

Banking dept. res......... 45-6 37-4 28-2 

% j % | % 
“ Proportion ”...... osdees aT. 5&8 4-3 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {£1,300 million to {£1,350 
million on June 27, 1950. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :-— 




















SILVER Goto 


1950 Bombay 


London iNew York; Bombay 
er ounce per ounce iper 100 tolas 
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AGGREGATE ASSETS 
at 3ist March, 1950 
£102,585,433 





Established nearly 90 years 





BANK?! 
Ly NEW ZEALAND 


#ncorporated with limited liability in New Zealand 








Represented at over 280 points 

in New Zealand and at Melbourne 

Victoria; Sydney, New South Wales 
Suva, Fiji; Apia, Samoa 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 


London Office y 
1, Queen Victoria St., E.C.- 
©. M. Samuel. Manager 








REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS 

ASSETS EXCEED 

CLAIMS PAID EXCEED €207 000,000 
(1949 Accounts) 





HIS MAJESTY’S COLONIAL SERVICE—NIGERIA 


A vacancy exists for a Statistician in the Department of Agricul- 
ture on the staff of the Oil Palm Research Station at Benin, Nigeria. 
Duties will be to assist in planning and gg field experiment 
and progeny trials in connection with the Oil Palm Research pro- 
gramme and to organise the recording and treatment of routine 
statistical data. : 

The appointment will be on three years’ probation for permanent 
and pensionable employment. Salary scale, including pensionable 
expatriation pay, is £660 per annum to £1,300, with an efficiency bar 
at £860 and a promotion step at £1,140. War service and professional 
experience will determine the point of entry into the scale. In 
addition, a temporary cost of living allowance is povers. Where 
Government quarters are provided a sum varying from £60 to £90 a 
year is deducted for rent. Free passages are provided for the officer, 
his wife and up to two young children on first appointment and on 
leave. Income tax is at local rates, which are very much lower than 
those in the United Kingdom. The tour of service is 18-24 months. 
Leave on full salary is granted at the rate of seven days for each 
completed month of resident service. 

Candidate must be under 40 and must possess a good Honours 
degree in an appropriate subject, preferably statistics or mathematics 
with statistics. Practical experience in design of experiment work 
is desirable. Forms of application can be obtained from the Director 
of Recruitment (Colonial Service), Colonial Office, Sanctuary Build- 
ings, Gt. Smith Street, London, S.W.1, to whom completed applica- 
tions should be submitted within two weeks of the appearance of 
this advertisement. 
NUFFIELD FOUNDATION 

The Nuffield Foundation has a vacancy for an Assistant Secretary. 
Hie must be a university graduate (in any faculty) with a good 
academic record, of proved administrative ability in responsible posts 
and having the capacity to consider novel proposals imaginatively 
and practically. referably he should be aged between 35 and 


40 years 
The commencing salary will be £1,500 a year, with superannuation 
and child allowances, 


Anyone wishing to be considered for this post should write to 
the Secretary, Nuffield Foundation, 12, Mecklenburgh Square, London, 
W.C.1, stating age and full details of qualifications and experience 
and the names of three referees. 

L. FARRER-BROWN, Secretary. 


——— Official required by the International Tin Study Group 
(an intergovernmental organisation in The Hague). Qualifica- 
tions include some administrative or parallel experience, interest in 
international aspect of economic problems, and good knowledge of 
English and French (latter essential). Duties will comprise general 
supervision of organising and administrative work of the Group, 
ability to undertake enquiries into the tin industry, working with 
committees, etc. Minimum age 25 years. Salary about 8,500 Nether- 
lands guilders (currently about £800) yet annum. Contributory 
pension scheme. Apply in English or French before August 15th 
with full details of age, education, languages, experience, special 
qualifications, date at which appointment could be taken up. 
references, etc., to the Secretary, International Tin Study Group, 
7, Carel van Bylandtlaan, The Hague, Holland. 


Fe SALE, ‘‘ Records and Statistics,"" Nos. 1-158 and ‘‘ The 
Economist,”’ Jan. 18, 1947—May 27, 1950.—Offers Box 478. 
Postal 


8 
Tuition for B.Sc.ECON. 


The London University B.Sc. Econ. Degree is a valuable qualification for statistica 
and welfare work in commerce and industry, and for teaching or shane 

posts under Education authorities, etc. The degree is open to all without Universi 

residence. You ee for the three examinations at home under the 

ee ot Wolsey Hall (est. 1894) ; fees are reasonable, and may be paid by instalments, 


Stodiee Depsemene pi * WOLSEY HALL, OXFORD 
a aS 





Pcinted in Great Britain by St. CLEMENTS Press, Lt. 
at 22, Ryder Street, St. James's, London, $.W.1. Uk bent x S. F 
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NATIONAL BANK OF EGYPT 


Incorporated wm Egypt. 
Liability of Members is Limitea. 


Head Office - - - CAIRO 


Conwmerciai Register No. 1 Cairo. 


FULLY PAID CAPITAL 
RESERVE FUND 





£3,000,000 
£3,000,000 





London Office: 


6&7 KING WILLIAM STREET,E.C.4 


Branches im all the Principal Towns in EGYPT and the SUDAN 


BEDFORD COLLEGE FOR WOMEN 
(University of London) 
REGENT’S PARK, N.W.1 
The Council of Bedford College invites Seeiicotions for the post 


of part-time Assistant in the Department of Sociology, Social Studies 
and Economics, vacant as from October 1, 1950, open to men and 
women equally, salary scale £175 to £200 per annum. The Assistant 
will be required to arrange visits of observation for Social Studies 
students, and to conduct tutorials on practical work. Candidates 
should be experienced social workers with University qualifications 
Might be full-time post for candidate with administrative an 
secretarial qualifications also. 





UNIVERSITY OF NATAL 


PIETERMARITZBURG AND DURBAN 
SOUTH AFRICA 
LecTuRER IN PoLiticaL Science 





Applications are invited for the post of Lecturer in the Department 
of Political Science in Durban. Salary scale:— 

Men: £550 x £25—£725, 

Women: £425 x £25—£600. 


Plus a temporary Cost of Living Allowance, The starting-point on 
the scale will be determine according to qualifications aad 
experience, 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordan Square, London, W.C.1. Th- 
closing date for the receipt of applications is November 15, 1950. 


YHE LONDON SCHOOL OF ECONOMICS AND POLITICAL 
SCIENCE (University of London) offers for award in October, 
1950, to men and women graduates two Kesearch Studentships of 
the value of £250 a year for full-time research, tenable for two years, 
and one Leverpulme Research Studentship of the value of £50 for ons 
year, supplemented in the case of full-time students by a main- 
tenance grant of £200 for full-time research at the school. A limited 
number of Bursaries to assist tgraduate students to proceed with 
research may also be awarded on proof of financial need. 

One studentship for women of the value of £150 (elegible for 
supplementation by the Ministry of Education) will also be offered 
for award in October, 1950, tenable for two years, for full-time 
research—prefcrably in Economic History. 

Application forms, which must be returned by September 6, 195), 
may be obtained from the Registrar, London School of Economica 
Houghton Street, Aldwych, W.C.2., 

))X Indian Civil Servant (39), usual all-round capacity, experience 

-4 and ability to take over important and complicated new jobs at 
short notice, special knowledge of organisation, finance and figures 
peeereny in both theory and practice, seeks responsible position in 

ommerce, Industry, inance, etc., outside Government Service. 
References testify to commercial acumen out of the ordinary amon 
Civil Servants, flair for finance and ability to deal with people of a 
classes. as career cut short by Rendition—salary level for 
past five years of £2,500. Will accept lower starter, but confident of 
proving his worth in a very short time.—Box 470, 





PPLICATIONS are invited for the post of Secretary to the 
44 International Wool Secretariat. Salary from £1,200 p.a. accordin 
to experience, with Superannustion benefits. Experience of the woo 
trade desirable, also University standard of training an advantage. 
—Apply with full particulars of secretarial experience to the 
Executive Member, International Wool Secretariat, 18/20, Regent 
Street, S.W.1, marking envelope ‘‘ Confidential.” 


DMINISTRATION—Chartered Accountant and A.C,W.A. (42), 
44 wishes senior appolntnaat with progressive organisation offering 
scope and prospects. Extensive experience, professional, cot- 
mercial, trade associations, financial investigations.—Box 471. 


SUCCESS STORY 


An Advertising Agency's surest source of growth comes from (he 
recommendation of reputable firms which continually rely upon its 
services. We have a distinguished and growing clientele with 
increasing advertising budgets based on results of the campaigns 
rag nee: by our organisation. If you would like to know more about 
he service we offer, we will be pleased to supply particulars. 

ROBERT er SED Se “ 
ations. 

45 Dover Street, London, W.1. "RkGen “0001/2. — 


—— 





IGH TIME you tried the S. F. GRILL & CAFE, 6, Denman Street, 
Piccadilly Circus (25 years old). The Fried Chicken Plate—the 
Sandwiches—the Lemon Meringue Pie and lots of other good things 
to eat for lunch, tea and before * The Show.’’ No service cherg?. 








SALE, Economists, June, 1947, to June, 1950, Offers?—Box 483. 


OTHER NOTICES y APPEAR PPEAR ON PAGE 294 


W.C.2. Published weekly by Tue Economist Newsrarer, L10.. 
» Ill, Broadway, New York, 6.—Saturday, August 5, 19590. 
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